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Since 1913 


automobile insurance 
too has been 
“re-styled”’ 

... ts your policy up-to-date? 


The Hartford Accident and Indemnity 
Company was incorporated in 1913. Today 
Hartford automobile insurance policies and 
the service that accompanies them are as 
modern as a 1938 automobile just rolling 
off the assembly line. 


Back of every Hartford contract is a 
company with a nation-wide reputation for 
prompt service and fair dealing as well as 
unquestioned financial strength. This or- 
ganization’s own business policies are the 
best possible guarantee of the permanency 
so essential to a company writing liability 
insurance and surety bonds. 


Every Hartford policyholder is assured 
of prompt service in 48 states, in Canada 
and Hawaii. Every Hartford automobile 
identification card is an introduction to 
17,000 Hartford agents. 


To reach a Hartford agent anywhere at 
any time, call Western Union and ask for 
his name. 
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5.6 0 
5.0 0 
4.5 0 
10.6 7 
$4.5.2.5 
ALL CIPHERS ARE AUTOMATIC 2329 
6,712.7 0 
Only on the Short-Cut Keyboard are ciphers written automatically. 2 2 = : 
Thus, much of the work is done without touching a key. 255 
30.0 : 

: 4.7 
SEVERAL KEYS AT ONE TIME | 350.00 
Only on the Short-Cut Keyboard can two or more keys be depressed [| 6.0 0 
at one time. This saves many needless operations. - = 2 
7,617.30 





ENTIRE AMOUNTS IN ONE OPERATION 





Only on the Short-Cut Keyboard can an entire amount and the ie in « tebindl espenple of how a 

mot 1 di 3 of n ess Op ons can be elimina y the 

o or bar be depressed together, thus completely adding or sub | Hunioniaie sp oat cod Ma aeeant 

tracting the amount in one operation. | 25.60, for instance, was listed i added by 

| depressing the 2, 5 and 6 keys and the motor bar 

Let the local Burroughs representative show you on your own work what all together, in one single operation, instead of 

y T the short-cut method on the Short-Cut Keyboard can actually mean to you, writi one figure at a time. The amount 
a 6,712.70 was and added the short-cut way 
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Insurance for All Credit Risks 


When you think of protecting 
your accounts, do this — 


Select at random the name of any one of your principal profitable outlets for merchan- 
dise. Consider that one of three things may happen to that outlet at any time: 





1. It may fail. 



















2. It may be lost through a credit misunder- 
standing or credit error. 


It may become a potentially larger outlet for 
your products, and you may not share in its 
growth. 


How can you insure against all three-contingencies? 


The National Credit Interchange System has perfected a new, wholly different service 


to provide you with just that kind of insurance. It is called AUTOMATIC REVISION 
SERVICE. 


AUTOMATIC REVISION SERVICE guarantees you a continuing series of reports 


on your important outlets—ai intervals specified by you—each report containing nothing 
but strictly current, up-to-the-minute facts on the customer’s buying and paying habits. 





These reports, reflecting every change in the fortunes of the customer, will insure your 
being able to adjust your policies to every change—just as quickly as it oecurs.— 





They take the guesswork out.of “trends”. In them, “trends” are reflected by—facts—, 
not by personal opinion which is frequently at variance, and often prejudiced. 


AUTOMATIC REVISION SERVICE eliminates the hit-or-miss methods of giving 
you long-time accumulations of information at indeterminate intervals. These may 
cause losses). AUTOMATIC REVISION SERVICE—prevents them.— 


Ask your local Credit Interchange representative for detailed information_on AUTO- 
MATIC REVISION SERVICE. 


CREDIT INTERCHANGE BUREAUS 


National Association of Credit Men 
Commercial Bldg. St. Louis, Mo. 






REG.U.S.PAT.OFF. 
* If it doesn’t carry this 


insignia, it isn’t Credit 
Interchange Service. 
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Merit loans 


A common request of the delegates attending the recent Small 

Business Men’s Conference at Washington was for better facili- 

ties for credit requirements. The Federal Reserve System, in 
times past, has made credit available to small business men but it 
has pursued the policy of making loans only in cases where special 
circumstances warranted the loans. 


The New York district bank of the Federal Reserve System, for 
example, has loaned millions of dollars to small and large business 
enterprises. These loans were first passed upon by an advisory com- 
mittee. The committee has done a most remarkable job. It has 
sought in every possible way to facilitate the loans, when it seemed 
the demands were reasonable, businesslike, and not within the special 
province of commercial banking. The applications.were considered 
on their merits, free of politics and uninfluenced by pressure of any 
kind. 


The government should not, of course, usurp the functions of 
banks. There can be no doubt, however, that there is a restricted 
field of service which, under the present legislation and banking 
system, can not be covered solely by banks. The ideal development 
would be a joint undertaking by the banks and the government of 
those applications which are not strictly bankable loans from the 
standpoint of liquidity, with the banks sharing the loans on some 
insured basis. 


Of great importance, and perhaps even more justifiable, is the 
necessity of a rate of interest on these loans that will not place the 
small business man at a disadvantage, compared with his larger 
competitors. 


Small business organizations, however, should realize this pro- 
gram does not mean that every applicant will secure a loan. Ob- 
viously, if all small business men could secure funds whenever they 
desired, even though their balance sheets did not entitle them to such 
loans, practically everyone would be desirous of entering business. 
The loans will have to be issued strictly on the basis of merit, ap- 
praised from the standpoint of character, capacity and conditions. 
Political favoritism can have no place in any sound loan program. 


Executive Manager, N.A.C.M. 





LONG DISTANCE MAKES 


ASSURANCE DOUBLY SURE 


Orders from new customers sometimes require more attention. A 
credit check-up through ordinary channels, for example, may mean 
delay and loss of business. In such situations, credit executives favor 
the use of Long Distance more and more for rapid references. 

Long Distance makes for quick decisions . . . because it’s direct, 
reaching reliable sources of information . . . because it’s reassuring, 
permitting rapid inquiry or thorough discussion. 

It’s more economical than ever, too .. . at the present low rates. 
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During the dark ages that fol- 
lowed the fall of Rome, commerce 
ly was entirely in the hands of the 

Mohammedans, with centers at 
Bagdad, Cairo, Alexandria and the 
Moorish cities in Spain. Western and 
Northern Europe became divided, un- 
der the feudal system, into many small 
units, each attempting to compete with- 
in itself, and entirely independent of 
all external sources of supply. Every- 
one was regarded with suspicion, and 
the extension of credit was unknown. 
Commerce under such conditions, sim- 
ply was non-existent. 

Since then, more than sixteen hun- 
dred years have passed, and the dark 
ages are now history. In the interim, 
we have had wars, strife, civil and 
industrial revolutions, depressions and 
recessions, and all the way through this 
human unrest there has been an invisi- 
ble structure erected. It is the very 
soul of our modern business, the sine 
qua non of commerce—it is credit. 

Time and experience have taught us 
the necessity of cooperating with one 





Intangible asset 


by RALPH MEYER, Credit Manager, Western Wholesale 
Division, McKesson & Robbins, Inc., Los Angeles, Cal. 


another, each finding and keeping to 
his own special task. Adams Smith, 
familiarly known as “The father of 
political economy,” tells us, “If a man 
sets out to make pins by his unaided 
labor, he could scarcely produce a pin 
a day, whereas, with even a few com- 
bined in the business of pin-making, 
each is enabled, through the division 
of labor, to produce many thousands 
per day.” ‘The credit manager of a 
business today, while not in the busi- 
ness of producing pins, is, nevertheless, 
through his skill, ability and vision, 
able to secure the aid and assistance of 
his fellow men, and thus is enabled to 
fuse the most important elements of 
modern business into a composite and 
workable creation. 

Credit cannot be considered as a 
mere, abstract necessity—it is a living 
relationship, as vital to the welfare of 
business as the bloodstream is vital to 
the welfare of a human being. In 
1937 the national income was esti- 
mated at seventy billions of dollars. 
The spending of this seventy billion 
dollars was done with a currency cir- 
culation of approximately three and 
one half billion! These figures, in 
themselves, are proof that the speciali- 
zation of credit has reached a high 
degree of efficiency, and that the future 
of business is dependent to a much 
greater extent than is commonly real- 
ized, upon the wise and competent ex- 
tension and expansion of this vast 
credit. This power, however, must be 
wielded with great caution and discre- 
tion, and these should be the watch- 
words of all those who are honored 
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with this almost sacred trust. 

More than ever, business is coming 
to realize that the extension of credit 
is a science, and that the person to 
whom a firm entrusts its funds to be 
invested, must have the necessary re- 
quisites to perform the ever-increasing 
duties and responsibilities which this 
position entails. For credit is a human 
agency, after all. The creative power 
of credit to increase sales, without ad- 
ditional sales cost, is being exercised 
today by the modern credit executive. 
In order to administer this power to 
the best advantage, he must possess cer- 
tain qualities of an intangible nature 
—certain attributes which cannot be 
acquired through book knowledge 
alone. Such qualities, for instance, as 
personality, equability of temperament, 
tact, loyalty, foresight, and, last but 
not least, good, common, ordinary 
“horse sense.” 

Through the proper approach to a 
customer by the credit executive, there 
is a friendliness engendered that can 
break down the toughest barriers and 
surmount the salesman’s greatest ob- 
stacles. One of the first objectives of 
a credit manager should be to sell his 
firm to the customer—and then leave 
it up to the sales representative to sell 
the merchandise. Nowadays, the 
science of selling is only half completed, 
unless it is preceded or accompanied 
by the specialized art of credit diplo- 
macy. When a credit manager termi- 
nates his interview with a customer, 
there should be a feeling of greater 
security, both for the customer and the 
organization, because that close bond 
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which is established by friendship, re- 
spect and confidence is the very essence 
of all economic progress. 

Progressive businesses are coming 
more and more to the realization that 
the results of their annual operations 
are dependent to a constantly greater 
degree upon the ability of their credit 
executives to properly evaluate their 
accounts in the extension of credit. An 
order, while tangible in nature, and, 
possibly, indicative of a large sum of 
money, will, nevertheless, not produce 
a profit for the organization unless the 
credit manager has had the ability to 
protect and safeguard his firm in the 
extension of credit. 

The art of being able to collect ac- 
counts and yet retain the good will of 
the customers is of primary importance. 
This specialized art is in its infancy, 
and those credit managers who real- 
ize the power and the importance of 
developing this intangible quality will 
be of correspondingly greater value to 
their respective firms. All the efforts 
of the greatest sales organization in the 
world are but fruitless gestures if ac- 
companied by an inconsiderate collec- 
tion policy. Credit is a relationship of 
pride, and although pride may not be 
one of our beneficial virtues, it is cer- 
tainly one of our strongest emotions, 
and credit executives should remember 
that if men will die for their emotions, 
they will most surely buy for their 
emotions. 

In the analysis of financial state- 
ments and balance sheets, we are all too 
prone to see only the cold, hard figures. 
Cash is not the greatest asset shown in 
the balance sheet—it is too temporary. 
The greatest assets are the unseen or 
intangible ones the ideals and the will. 
Modern business has not yet invented 
any yardstick to measure these assets, 
yet without them the greatest struc- 
ture must soon come tumbling down, 
and with them the smallest business 
can challenge the strength of the 
strongest and the might of the mighti- 
est. 

The three C’s of credit are really 
quite elementary. Modern technique 
must teach us the necessity of inter- 
preting the creativeness of these in- 
tangible assets—in the credit executive, 
as well as in the balance sheets of today 
and tomorrow. Perhaps the following 
illustration will bring out this point a 
little more clearly: 





Today’s credit manager helps sales by diplomacy 


In the desert wastes of Arizona 
there is a large brick building. The 
desert grass grows about the ground 
surrounding its four walls in careless 
profusion. ‘There are no human foot- 
steps at its entrance. ‘The silence of 
the desert is not disturbed by the hum 
of the machinery within, and its only 
visitors are the birds of the air and the 
reptiles from the desert sands. ‘This 
building was erected some time ago 
for manufacturing purposes. Its prob- 
able cost was $250,000.00. Account- 
ants no longer worry about its depre- 
ciated value, or about its operating 
statement, because, shortly after its 
completion, it was abandoned as being 
an impractical location for manufac- 
turing purposes. This plant has all 
the requisites of a balance sheet, except 
the one great requisite—namely, the 
invisible asset of human ingenuity— 
the intangible asset of human will pow- 
er. It had, at one time, the invisible 
asset of human ideals, or its four walls 
would never have cast a shadow on the 
desert. Ideals alone are not sufficient. 
They are like a balance sheet without 
an operating statement. They tell us 
what the appearance is today, and leave 
us guessing as to what it may be to- 
morrow. 


Experience has taught us that when a 
credit executive keeps his accounts in a 
current condition, the customers pur- 
chase more merchandise, and the sales 
representative has less resistance to 
combat. ‘Through his intangible and 
tactful manipulations, a credit manager 
can save many thousands of dollars for 
his firm in the course of a year. Dol- 
lars so saved are the most precious of 
all business dollars, because they go di- 
rectly into the “net profit” classifica- 
tion. There is great jubilation in the 
sales force when a $50,000.00 sale is 
made, on which there may be a $5,- 
000.00 profit. Unfortunately, when a 
credit manager saves his company $1,- 
000.00 in profit, there is not the same 
jubilation—but there is a sound appre- 
ciation on the part of those who un- 
derstand, know and appreciate the spe- 
cialized training and effort required 
for such an accomplishment. 

Henry Drummond tells us that “The 
summum bonum of life is love.” Indus- 
trialists tell us that ““The greatest good 
is work.” But the greatest assets a 
business can have are the silent, unseen, 
unheard and invisible assets of men, 
with intensity of character to create 
ideals and to administer unconquerable 
wills. 
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Appraising contingent assets 


by EDWARD NORTON HORR 
General Engineer, The Cowles 
Detergent Co., Cleveland, Ohio. 


Not one credit man in one hundred 
realizes his opportunities and re- 
Mi sponsibilities in safeguarding the 

contingent assets of business. If 
two credit men in every hundred can 
rise up and prove that statement 
wrong, they will earn a completely ab- 
ject apology from me and will deserve 
the thanks of the other ninety-eight 
for airing an important, yet most 
neglected, function of the credit office. 
But first let me make my case. 

To simplify the matter, this discus- 
sion is concerned with contingent as- 
sets of only one kind, divided into two 
classifications—direct and remote. The 
kind of asset referred to is insurance 
indemnity. Direct insurance indem- 
nity applies to your own risks and their 
insurance protection, while remote in- 
surance indemnity applies to the risks 
of your debtors and can have no effect 
on your business beyond the amount 
of the debtors’ accounts. 

There should be no difficulty in 
recognizing insurance indemnity as 
a contingent asset, since insurance is 
only contingently collectable and—in 
the event of its collectability—is most 
certainly an asset. 

The ordinary balance-sheet practice 
of including “prepaid insurance” in 
the asset column overstates the value 
of that asset if listed on the premise 
that the insurance could be cancelled 
without any further effect on the value 
of the other assets. On the other hand, 
the amount of premium paid or un- 
earned has no certain relationship to 
the contingent assets represented, and, 
if the premium money has been wisely 
spent, it is obvious that those assets 
may be of as great importance as any 
other item in the balance sheet. 

It is not my contention that such 
contingent assets should be evaluated 
and carried in the ledger, nor would I 
advocate attempting to set up the con- 
tingent liability that undoubtedly exists 
in the insured hazards, but no 
thorough financial manager can afford 
to minimize the importance of either, 





or to neglect the attempt to bring 
these contingent factors into balance. 

The credit man’s function in this 
duty of management is the same as his 
function with respect to the sales de- 
partment. By virtue of a combination 
of report research, economic study, 
horse-sense and crystal-gazing he is 
deemed competent to decide which 
orders may be accepted and which 
must be rejected, and the assets in- 
volved in the decision are right there 
in the warehouse or in the accounts 
receivable ledger on the one hand and 
in the customer’s business on the other 
hand. 

Granting sales credit is a matter of 
trading assets and taking care to get 
the better of the trade and, although 
the credit man may have nothing to 
say about the value placed on his own 
firm’s trading assets, he has plenty to 
say about the value for which they are 
to be traded. Insurance is a contract 
whereby a business provides contingent 
assets to offset contingent liabilities of 
certain kinds, and here, also, the credit 
man should utilize his research, study, 
sense and ability to determine, in so far 
as possible, the adequacy of the con- 
tingent assets to balance the contingent 
liabilities. 

In this effort the credit man may not 
merely assist in managing insurance for 
his firm but may, in many instances, 
assume the entire job, subject only to 
the establishment of primary manage- 
ment policy by the executive officers 
or directors. ‘The very contingency of 
the hazards and assets involved are, no 
doubt, responsible for the slight empha- 
sis put on that phase of management 
by the large majority of firms and, at 
first blush, it may seem to the credit 
man that he is asked to do needless 
work in trying to establish the relative 
suitability of various insurance meas- 
ures and methods to the needs of his 
business. Exactly the contrary is true, 
however, as the alert credit man will 
quickly see how such work reenforces 
and assists his major job of managing 
commercial credits. 

Here is where the remote, contin- 
gent assets come into the picture. 
Credit men, through the activities of 
the National Association of Credit 


Men and otherwise, are urged to study 
the insurance protection provided for 
the assets of their debtors—the theory 
being that the value of an account may 
be sudenly and completely destroyed 
by one or more of the ordinary busi- 
ness perils against which it is prudent 
to insure. 

Obviously, such contingencies are 
more remote in effect on one’s assets 
than though they applied directly to 
the creditor’s business. A $100,000.00 
fire in a concern that owes you $50.00 
can hardly cost you more than $50.00, 
whereas the same fire in your own 
plant will cost you $100,000.00 unless 
wholly or partially covered by insur- 
ance, and, I may add, valid and col- 
lectable insurance. 

No better preparation than a study 
of the direct, contingent assets repre- 
sented by your own insurance can be 
found for sound judgment of remote, 
contingent assets like your customers’ 
insurance; and the illuminating effect 
of such a study, if conscientiously con- 
ducted, cannot fail to benefit the credit 
man’s relations with his customers and 
enhance his value to his firm. 


The great need of analytical study 
applied to business hazards and their 
mitigation is not wholly a bugaboo 
raised by insurance companies for the 
purpose of selling more contracts. Al- 
though too lengthy a matter to be 
treated adequately here, a careful ap- 
praisal of risks and provisions for 
meeting them may, in many cases, re- 
sult in increased safety measures, more 
self insurance or changes in methods 
of doing business, rather than in more 
purchased insurance. 

No man is in a position to say that 
his insurance is adequate, or his cus- 
tomer’s insurance inadequate, unless 
and until he has made a complete, in- 
telligent study of both the risk and the 
protection. In no business on earth 
are all conceivable risks insurable, and, 
in most businesses there are at least as 
many uninsurable causes of failure as 
there are causes against which financial 
protection can be bought. 

It is sound and sensible, then, to 
turn the credit man’s scrutiny toward 
his own business first, for the purpose 
of educating him in the appraisal of 
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those contingent assets represented by 
his firm’s insurance contracts. Such 
practice will enable him to avoid 
underdoing or overdoing his appraisal 
of similar contingent assets owned by 
his customers, and should result in the 
acquisition of knowledge very valuable 
to his firm. 

It is probably not necessary to re- 
mind credit men what to look for un- 
der the classification of contingent risks 
in business, although it may be difficult 
for anyone to find any other kind of 
risk. We are familiar with the ordi- 
nary business risks such as losses on 
accounts, fires, floods, strikes, depres- 
sions and wars. When we stop to 
think, we can list many other hazards 
such as obsolescence of products, geo- 
graphical shifting of markets, unex- 
pected depletion of raw materials, style 
or fad changes, special taxes, loss or 
defection of key persons in the organi- 
zation, unfavorable publicity, restric- 
tive legislation, changes in tariff pro- 
tection, oppressive practices imposed by 
trade-association membership or even 
illegal selling known as bootlegging. 

In spite of the excellent work done 
by rating agencies and investigators, 
there are many business failures that 
remain unexplained. It is quite reason- 
able to presume that causes such as 
those enumerated above are responsible 
for their share of such failures, and 
every experienced credit man will have 
one or more additional causes to add 
to the list. 

To offset the ordinary and extraor- 
dinary contingencies, every firm has 
its operating and special reserves, its 
credit or borrowing ability, its special 
friends who may be counted upon in 
an. emergency, its management ability 
to foresee and provide for contingen- 
cies by changing methods of operating, 
its morale, its insurance contracts and, 
perhaps, its luck. 

The most obvious or most easily in- 
surable risks may not be the most 
dangerous to the business, since they 
ordinarily are the most carefully and 
vigilantly watched. The least likely 
casualty, on the other hand, may be 
the most devastating, so, while the 
probability of occurrence is small, the 
chances of fatality are enormous. 

Obviously, no accurate measure of 
the frequency or extent of specific 
casualties can be had in advance, any 
more than the certainty of collecting 
one given account can be mathematical- 


ly measured, but intelligent approxi- 
mations can be made and management 
policies examined with minds that are 
accustomed not to overlook the con- 
tingent asset-liability balance. No 
doubt a considerable quantity of un- 
published data exists that would be 
quite useful in appraising risks, though, 
for the most part, one must depend 
upon his alertness in collecting a wide 
variety of miscellaneous facts and his 
judgment in evaluating them. 

For example, it is generally true that 
fire insurance rates are comparative 
measures of hazards, although the 
absence of a published rate certainly 
does not mean that there is no hazard. 
It is a safe assumption that a store 
qualified for a low rate is a better risk 
than another store in the same state 
on which the rate is twice as much. 
On the other hand, many rates are 
averages and all rates are approxima- 
tions, so it is also necessary to know 
whether a given risk is below or above 
the average for its class, how broad 
the class is and what special circum- 
stances govern the risk, yet are not 
considered in establishing the rate. In 
other types of insurance, rate classes 
may be more broad or more restricted, 
moral hazards may be totally unre- 
flected in the rate, or the rated policy 
form may be only roughly suited to the 
specific risk. 

From the above it seems as though 
a knowledge of the comparative rate 
on a hazard is apt to be more informa- 
tive than the amount of coverage, yet 





how many of us know even the aver- 
age rates in effect on different kinds of 
business properties in different kinds of 
locations ? ; 

The same question is applicable to 
insurance rates for types other than 
fire, and, where rates are the same for 
a wide variety of concerns, it behooves 
us to ask, also, whether a specific risk 
is better or worse than the average and 
how much. This latter question is 
particularly applicable to the study of 
our own insurance rates and the cor- 
responding hazards, since the one out- 
standing fact about our hazards is that 
they are probably not average, whereas 
the outstanding fact about insurance 
rates is their average nature. 

Other data that might be used would 
show the average, maximum and mini- 
mum rates for certain classifications of 
business rather than certain classifi- 
cations of property or territory, which 
figures would be expected roughly to 
correspond with the failure experience 
recorded by the rating agents. Chain 
stores occupying buildings of a general 
similarity with fashionable dress shops 
would probably have a different fire 
insurance rate picture. Public liability 
insurance rates may be taken as a rough 
measure of a concern’s exposure to 
damage suits, and so on, down the line 
to the kinds of insurance that are rela- 
tively new and wherein rates are either 
not seasoned or not scientifically es- 
tablished. 

As a corollary to rates we have 
casualty frequency and magnitude. A 
knowledge of the number of claims of 
different sizes that make up insured 
losses would be of much more help in 
risk appraisal than a knowledge of the 
annual loss total or the underwriting 
profit or loss involved. 

Credit men, being professional risk 
appraisers, are the ones to get such 
information from those who tabulate 
it, and to interpret it for use in mini- 
mizing credit losses as well as in ad- 
vising the insurance buyers in their 
own companies. 

It is probably true that the contin- 
gent risks of a given business are fairly 
uniform in different firms engaged in 
that business, and that, with some modi- 
fications, it should be entirely possible 
to establish the percentage limits with- 
in which the cost of insurance for that 
business should lie, based on gross in- 
come or tangible assets or a combina- 
tion of the two. 
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‘‘Thar’s gold in them thar’ hills.”’ 


There is a big field for credit re- 
search here, although a prerequisite to 
any dependable study would be a 
thorough appreciation of the demands 
of the business and the types, scope and 
cost of the insurance available. In 
such a study, which is best begun at 
home, one comes squarely face to face 
with the question of how completely it 
is advisable to attempt asset protection 
and what part purchased insurance 
should play in the ultimate plan. 

The initial step is to survey the 
hazards of the business, bearing in 
mind the considerations brought out in 
the earlier part of this article and bas- 
ing one’s appraisal of each hazard on 
the most complete information obtain- 
able. The second step is to enquire 
into ways and means of eliminating or 
reducing as many hazards as possible 
and to study the cost of such measures, 
not only as compared to the possibility 
of reducing protection expense but also 
from the standpoint of reducing the 
contingent liability, which is often not 
insurable. 

When all reasonable means of risk 
reduction have been planned or in- 
stalled, the final question is that of 
providing assets to meet the remaining 
contingent liabilities, and here one 
should consider the availability, eff- 
ciency, cost and practicability of defi- 
nite reserve plans, purchased insurance 
contracts and reliance on the general 
capital reserves of the business. Prob- 
ably in no case is it possible to say 
definitely, in advance, that any one 
method of protection will prove su- 
perior to all others, so here, again, the 
credit man, financial manager or in- 
surance buyer should remember the old 


truth that judgment is no better than 
the facts on which it is based. 

To the extent that his invested assets 
are vulnerable to contingencies, every 
business man is in the insurance busi- 
ness, although on a disorganized, hap- 
hazard basis in almost all cases and 
without that very vital element of in- 
surance—distribution of risk—in many 
instances. When he transfers part of 
his burden to a commercial insurance 
company he gains distribution of risk 
and organization and releases his assets 
from vulnerability as respects definite 
hazards, but, at the same time, he 
irrevocably gives up a portion of his 
gross profit. 

Except in a few cases, insurance ex- 
pense can hardly be called an operating 
cost, therefore it makes a more direct 
dent in the earnings of a business than 
those expenditures which affect the 
ability to sell or serve, and merits com- 
paratively more attention than the 
number of dollars involved might seem 
to indicate. 

At the same time, insurance expense 
should never be judged without con- 
sidering the contingent assets it pur- 
chases. Because a firm spends only 
$1,000.00 a year for insurance, it is 
not necessarily true that insurance is a 
minor item and, therefore, can be man- 
aged by anyone who has a few spare 
hours or a friend in the business. If 
that premium buys a total of $250,- 
000.00 of indemnity of one kind or an- 
other, the importance of the indemnity 
must be weighed against the advantage 
of having another thousand dollars in 
immediate gross profit, or some other 
means must be found of supplying the 
desired protection at less net cost. 


Adequate consideration of these mat- 
ters requires a broad understanding of 
the risks of the business, the assets that 
may be available for contingencies, the 
workability and cost of self-insurance 
plans, the distribution of various types 
of hazard as to time and place, the fit- 
ness of the available forms of purchased 
insurance and the stability, efficiency 
and reliability of the insurance firms in 
which it may be written. This sounds 
like, and is, a large order, but it is quite 
apt to be a profitable task for any ofh- 
cial who has the facilities and time for 
its undertaking. 

The connection between a sound 
basis for understanding risk defense 
and sound judgment of a creditor’s ac- 
counts from the same angle should be 
obvious to the reader. To put it more 
bluntly, no man is competent to judge 
the adequacy of business reserves of any 
or all forms without a fairly complete 
knowledge of the probability, severity, 
distribution and duration of the specific 
ills to which that business is exposed. 

The size of the firm is not of par- 
ticular importance, except in so far as 
the larger companies are apt to be more 
competently managed, and it is signifi- 
cant that the large corporations today 
have special departments whose sole 
duties are to maintain a continual 
watchfulness over the business from 
the viewpoint of contingencies, to fer- 
ret out risks that may be unknowingly 
assumed, to arrange and supervise pro- 
grams for risk prevention and reduc- 
tion, to develop plans for and manage 
special self-insurance reserves, and to 
purchase insurance when advisable on 
the most suitable contract and at the 
most satisfactory rate. 

Perhaps, if the facts were available, 
it could be shown that the larger firms 
spend a surprisingly small percentage 
of their gross for contingency defense 
as compared to smaller firms in the 
same line of industry, partly because 
they have spent the time to study the 
problem and have learned how and 
when they may safely take chances, 
while their smaller competitor either 
wastes his protection money or nig- 
gardly refuses to give proper attention 
to the subject. 

It is only fair to admit that the 
larger operation, spread over several 
states or industrial lines, has the oppor- 
tunity its small neighbor lacks for 
diversification and distribution of risk. 
Also, the minimum costs of risk-reduc- 
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tion plans may be minor to the big 
company but staggering to a small one 
wherein the addition of one senior 
clerk to the payroll is a serious matter. 
When it comes to the purchase of in- 
surance, the small business is limited in 
its purchasing pressure although its 
risk problems may be more unusual and 
more volcanic than those of a large 
business; further, an almost negligible 
loss to the big firm might wipe out the 
entire year’s profits of the smaller, if 
no insurance is carried. 

The credit man in the small con- 
cern, through the study of risks and 
their protection, has an opportunity not 
merely to improve the profits of his 
business but, also, to equalize to some 
extent the competitive advantage of his 
neighbor’s bigness. 

Although the credit manager of a 
large corporation is less apt to be called 
upon to participate in risk defense than 
his compatriot in the smaller business, 
he has no less need of a sound ground- 
work in such matters when it comes to 
judging the stability of his debtors, and 
he may well collaborate with his insur- 
ance department in exchanging infor- 
mation or asking advice on hazards 
and insurance applicable to his custo- 
mers’ lines or territories. 

In return, the credit manager can 


be of service to his insurance depart- 
ment by assisting in the analysis of in- 
surers’ financial conditions and helping 
in the formation of judgment on busi- 
ness and economic conditions affecting 
risk defense. In the final analysis, the 
credit man and the insurance buyer 
are engaged in similar tasks; the former 
as applied to their customers, the latter 
as applied to their own business. 

A more general understanding of 
contingent problems is resulting in 
more efficient insurance, by which is 
meant contracts more suited to the re- 
quirements of commerce and industry, 
either by being more specifically tail- 
ored to a given business or by being 
so generally phrased as to fit nearly all 
reasonable casualties of a certain class. 
Particularly in recent years the inter- 
change of information between corpor- 
ation officials has resulted in improved 
risk-defens¢ program and policies and, 
no doubt in some cases, in salvaging a 
few dollars of gross profit without 
materially increasing the contingent 
liabilities of the business, which, after 
all, is the worthy aim of all manage- 
ment. 

Unless such progress is dissipated in 
unrelated directions, its tendency to 
ease credit problems should be obvious, 
as it not only gives a debtor more mar- 


Wholesaler—manufacturer 


cooperation 
s “A few years ago there seemed 
u 


to be a wide-spread impression that 
the wholesalers, as an important 
factor, were through. Manufac- 
turers felt that they had to look to 
other sources for the distribution of 
their products and retailers were being 
advised that the smart and economical 
thing to do was to go directly to the 
manufacturer and thus cut the serv- 
ices of the middleman,” Henry S. 
Sommers, President of the Wholesale 
Dry Goods Institute, recently said. 
“During the last few years, how- 
ever, this attitude has changed and 
the wholesaler has demonstrated that 
he has a real service to perform, and 
that, for many lines, the manufacturer- 
wholesaler method is still the most 
economical and best method of dis- 
tribution. 
“The wholesaler has certain definite 
obligations to the manufacturer. He 
must see that the manufacturer gets 


adequate distribution of his products 
and for all of his products. Only to 
the extent that the wholesaler gets be- 
hind the manufacturer and pushes his 
line can he expect the manufacturer to 
work with him, protect his interests. 

“Very often manufacturers complain, 
and with justice, that wholesalers pick 
only a few high spots in lines and pay 
no attention to the rest. ‘This is par- 
ticularly true in the introduction of 
new items. How often do whole- 
salers say to manufacturers, ‘First 
create a demand for your articles and 
then we will take them on.’ 

“Tf the manufacturer is to regard the 
wholesaler as the medium for distri- 
bution of his products, then the whole- 
saler must work with and cooperate 
with the manufacturer in creating that 
demand. He cannot watch from the 
sidelines and get into the game only 
when it is won or nearly won. He 


gin of stability but puts him and his 
creditor in a position better to under- 
stand individual and mutual interests. 

There is much more to be said that 
cannot be said here, but this is the gist 
of my case. If credit men are not 
generally aware of the opportunities 
and responsibilities surrounding the 
management of contingent risks and 
the appraisal or provision of contingent 
assets, it is probably not their fault, 
since the basic responsibility lies higher 
up in the usual scheme of organization. 

I repeat that “‘thar’s gold in them 
thar hills” for the credit man who will 
tunnel into his customer’s contingency 
problem from the firm ground in his 
own back yard. As a minor item, it 
should also be noted that there are very 
tew really competent men in this line 
of work outside of those who have 
grown up with their jobs in individual 
companies. 

We shall always have contingent 
risks ahead of us; we shall always have 
credit men with us; we shall always 
have insurance men after us. Perhaps 
the order is a bit garbled—maybe the 
insurance men are with us and the 
credit men after us—but the lesson is 
that the three form a combination 
which credit men, as a class, can hard- 
ly afford to overlook. 


must do his part in advancing the ball. 

“The manufacturer, on his part, has 
certain duties to the wholesaler. Chief 
of these, I believe, is the recognition 
that costs to a wholesaler are the same 
as to a manufacturer and that the same 
elements enter into both cases. No 
manufacturer would take the price of 
his raw materials and add a certain 
fixed, unchanging percent to that price 
and regard that as his cost, irrespective 
of changes in wages, taxes and all ex- 
pense items. If he operated on that 
basis, he would not remain in existence 
very long.” 


q 


The entire credit system is a 
delicate commercial mechanism, 
easily disrupted by injudicious us- 
age. The failure of one individual 
or concern to pay just debts on the 
due date adversely affects, how- 
ever remotely, all other members 
of the vast credit system.—U. S. 
Department of Commerce, “Causes 
of Commercial Bankruptcies.” 
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Liberal—but constructive— 


credit policies are needed 


says W. N. KUNTZ, Credit Manager, Southwestern Drug Co., Waco, Tex. 


The fall and winter seasons are 
generally regarded as the most 
Wu favorable collection periods of the 

year, and they have their problems. 
But greater by far are the problems 
that arise during the spring and sum- 
mer months. More merchants are 
seeking credit accommodations, as a 
rule, at this time than at any other 
period. Credit problems ofttimes find 
inception during this season, when a 
merchant has been extended a line of 
credit so liberal that he finds himself 
unable to clear up his obligations satis- 
factorily during the fall months of the 
year. The debtor is not entirely re- 
sponsible when this condition develops. 
The blame should be borne in part by 
the creditor in some instances. 

The spring of ’38 is here. Its prob- 
lems are different from those of other 
years—no more pressing, but certainly 
more varied. ‘There is a unique op- 
portunity now to give the wholesale 
credit men of the nation a timely ar- 
ticle dealing with those things which 
are now becoming fundamental to the 
intelligent extension and handling of 
wholesale credits. Policies that last 
year were regarded as sound in many 
instances are no longer adequate for 
constructive credit work. Credit prac- 
tices have been rapidly changing under 
force of circumstances. It would defi- 
nitely be to our interest to cultivate 
more the sense of awareness so that we 
may, as a result of our observations, 
adjust our credit policies to conform 
with the needs that exist now. 

Last year the writer attended the 
National Association of Credit Men’s 
Convention in Chicago as a representa- 
tive of the Waco Wholesale Credit 
Men’s Association. In the group meet- 
ings during the Convention I heard 
credit problems discussed and the man- 
ner in which these problems were being 
handled in many sections of the coun- 
try. I benefited by these discussions 





and have come to realize that we all 
have essentially the same things with 
which to contend, and that that plan 
or procedure that has been used to ad- 
vantage by one in working..out his 
problems would very likely prove bene- 
ficial to other credit’ men who find 
themselves in similar difficulties. With 
this thought in mind I offer for your 
consideration the following observa- 
tions: 

It is the purpose of this discussion 
to point out some of the basic changes 
that are being brought about now in 
the relationship between debtor and 
creditor as it applies to the retail mer- 
chant and the wholesaler servicing his 
needs. These are not theoretical points. 
They are practical points and are no 
longer mere assumptions of things 
which might be true. 

A few years, or even a few months, 
back the most important thing to con- 
sider in the extension of credit was 
the customer’s financial statement. In 
many cases this was the only basis for 
credit accommodations. A favorable 
ratio between assets and liabilities was 
considered of prime importance. <A 
large portion of those assets usually 
consisted of accounts receivable. An- 
alyzing and aging these receivables was 
in most instances not considered. 

A general assumption also was that 
the customer’s future operations would 
continue along the same general lines 
as in the past, and that it would be 
reasonable to assume, by a process of 
vague guess-work, that these operations 
would continue to be profitable. This 
process can no longer be considered 
adequate. Those extending credit now 
have a mutual obligation to themselves 
and the retailer to see that his plans 
of future operations are so budgeted 
as to reasonably insure successful oper- 
ation at a normal profit. 

It is becoming absolutely essential 
that those seeking credit try to work 


rapidly toward what might be termed 
“scientific” use of credit. The one best 
means to accomplish this is the advance 
planning of future operations. It has 
been said that the difference between 
the wholesale institution and the re- 
tailer in matters of this nature is that 
the wholesaler recognizes what must 
be done and does it, while the retailer 
sees what must be done and doesn’t 
do it. 

At any rate, it has now become the 
wholesaler’s duty as a service institu- 
tion to assist in seeing that his cus- 
tomer does make the necessary adjust- 
ments in his operations to insure con- 
tinued successful operations, and to do 
so in time to avoid a credit problem. 
This service would have been regarded 
as interference, as a rule, and not tol- 
erated by the retail merchant a few 
years back. Properly handled, it is 
now being used to advantage and has 
unlimited possibilities. 

Few would attempt to deny that the 
retail merchants of our country are 
experiencing some real difficulty with 
their collections now. When they fail 
to realize on their receivables, then it 
becomes our problem by their inability 
to pay for their purchases from us in 
a satisfactory manner as a result of 
their slow collections. Their interest 
is then our interest. And so, indirectly, 
this growing tendency of the consumer 
to “ride” the retail merchant is our 
problem, too. Whether this tendency 
is the result of governmental policies, 
of relief measures or legislation of a 
like nature during recent years is de- 
batable. 

The fact remains that there is no 
question but that a large percentage of 
our people no longer regard an obliga- 
tion in the same light in which it was 
held some years back. That same feel- 
ing of responsibility apparently isn’t 
there. And that change is evidenced 
by the fact that many of our citizens 
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are using charge accounts, which were 
intended purely as a convenience, as a 
means of financing their social activi- 
ties. In other words, a condition has 
developed that would indicate that ac- 
counts receivable all down the line 
would bear careful investigation with 
the view of establishing their true value 
by an aged analysis. 

The wholesaler has an opportunity 
at this point of doing a constructive job 
for the retailer by assisting in the es- 
tablishment of a sound credit policy 
that would eliminate the accumulation 
of profits in receivables of questionable 
value. 

The balance sheet and the operating 
statement show how a business has 
progressed and where it stands today, 
but not always where it is going. Past 
performance can well be regarded as 
an insufficient guide to the future, and 
it is the future on which credit is 
based. We cannot deny that past per- 
formance is still a valuable element in 
determining whether or not credit 
should be granted, but it is not enough. 
Inventory, equipment and receivables, 
as referred to above, are not enough. 
The important point in extending 
credit is no longer what the customer 
has, but what he will be able to do 
with what he has. The latter is the 
thing which makes a good credit risk. 

For example, let us consider the drug 
business. We know the percentage of 
gross profit that should be made in the 
normal operation of a retail drug store. 
We have been told, too, by the better 
authorities what percentage of gross 
sales should be devoted to each item 
of expense to insure continued success- 
ful operation. By preparing, or assist- 
ing in the preparation of, a profit and 
loss statement each month based on the 
customer’s monthly trial balance, we 
can render a valuable service to the 
merchant by training him to keep a 
sharp eye on the indicator. These 
monthly profit and loss statements are 
based.on:the assumption, of course, that 
the same percentage of gross profit is 
being made each month as that which 
was made during the previous account- 
ing period. ‘This fact can be verified 
at the time of taking inventory, when 
the actual gross profit can, of course, 
be determined. The total of the ac- 
counts receivable balance can be checked 
each month, too, with a little extra 
effort put on collections when this 
item shows an increase for the month. 


For small accounts, obviously, the 
above procedure would be impractical, 
but it should be borne in mind that 
this program is intended to be used in 
those instances where the volume of 
the account and its condition justify 
the effort. It has been the writer’s 
experience that if close attention and 
supervision are given the larger volume 
accounts, credit losses are substantially 
decreased. 

Indications at this time are that the 
ensuing spring and summer months are 
going to tax the credit structure of 
American business. Budgeted opera- 
tions and close co-operation by both 
debtor and creditor is the answer. The 
man who will be seeking credit has a 
general idea of what he can reasonably 
expect to do this year. Put that plan 
down on paper and it becomes a budget 
or an operating statement for the fu- 
ture. This procedure of setting up a 
program for future operation will not 
solve all of the credit problems that 
now exist or will come into.being, but 
it is a step in the right direction and 
will be the basis of tomorrow’s credit 
structure. 

Competitive conditions in all fields 
are making it increasingly difficult to 
realize a normal profit in the operation 
of a retail business. The man who 
would meet with success in his opera- 
tions today, and who would be consid- 
ered a good credit risk, must: 

1. Have a proper regard for ac- 
counting records and to know how to 
interpret them. 


2. Establish a definite credit policy 
and keep the total amount of his re- 
ceivables in a reasonably current condi- 
tion and in proportion to his inventory 
and other assets. 


3. Budget his operations and take 
the wholesaler, who is actually his 
largest creditor, into his confidence 
when necessary, realizing that he is his 
friend and that their interest in the 
success of the business is mutual. 

A big inventory and large receivables 
make a favorable property statement 
showing a substantial net worth. The 
inventory may be turned twice a year; 
the receivables may be largely an ac- 
cumulation of bad accounts. So, give 
me the customer to work with who has 
a small inventory, turned often at a 
profit, a very nominal amount of re- 
ceivables in a current condition, and 
the ratio of assets to liabilities little 
more than an even break. Add to 
these things the quality of character, 
a customer’s habit of doing exactly the 


‘thing he says he will do, and you have 


a net worth that is dependable. 


There is an opportunity now for the 
credit men of the nation to do a fine 
constructive job in rehabilitating credit 
to its normal function. No amount of 
current grumblings will hasten recov- 
ery. Liberal credit policies that are 
at the same time sound and construc- 
tive will accomplish this. Would it be 
unwise to keep the custodians of the 
nation’s.exedit ever mindful of the trust 
reposed in them? 


Installments estimated at five billions in ’37 


A preliminary estimate by Mal- 
colm L. Merriam, Chief, Install- 


Me ment Credit Unit, Marketing 
Research Division, Bureau of 
Foreign and Domestic Commerce, 


places total installment sales at five 
billion dollars for the year 1937. This 
compares with total installment sales 
of 4.5 billion dollars in 1936 and 
3.6 billion dollars in 1935. It is in- 
dicated that installment sales were 
10.9 per cent of total retail sales in 
1935; 11.8 per cent in 1936; and 
12.25 per cent of estimated retail sales 
of 40,388 million dollars in 1937. In 
1929 installment sales were approxi- 
mately 13 per cent of total retail sales. 

Since 1933 installment sales have 
been increasing at a faster rate than 
either cash or open credit sales, but the 
rate of increase, which was 25 per 


cent in 1936 over 1935, slowed down 
to about 10 per cent in 1937. Total 
retail sales in 1937 were only 6.5 per 
cent greater than in 1936. 

The average amount of credit out- 
standing on retail installment accounts 
in 1937 is estimated at 2.9 billion dol- 
lars. This compares with an average 
of 2.6 billion dollars in 1936, and 
about 2.2 billion dollars in 1935. The 
significance of this is that whereas the 
1929 installment sales volume was 6.5 
billion dollars, and 1937 installment 
sales were only about 76 per cent of 
that amount, or five billion dollars, 
approximately the same amount of 
credit is being employed on the aver- 
age. This is of extreme importance in 
considering the possibility of a con- 
tinuation of depressed business condi- 
tions. 
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Textile trends today 


by A. W. ZELOMEK, Economist, Fairchild Publications 


bear all the hazards common to 

the industries that process non-dur- 

able raw materials for ultimate in- 
dividual consumption, and some addi- 
tional ones. 

Beginning with the manufacturers 
of yarns and fabrics, there is a game of 
guessing that ends only after the 
finished product has left the shelves of 
the retailer. The manufacturer must 
estimate on the one hand the future 
course of prices of his raw material, 
and on the other hand the amount of 
processed goods that can be disposed of 
and the price it will bring. The jobber 
and converter must foresee the price 
trends of the processed material and 
must estimate the next stage of demand. 
And together with the manufacturer, 
they must worry about price fluctua- 
tions resulting from overproduction as 
well as those reflecting raw material 
price fluctuations. 

In the later stages of processing, the 
question of style becomes important in 
some lines, and the task of forecasting 
style trends is even more difficult than 
the task of forecasting price trends. 
The retailer, being last in line, is per- 
haps most affected by the style question, 
and must in addition try to keep one 
step ahead of consumer demand in 
building up or in liquidating his in- 
ventories. 

Sometimes conditions will be just 
right for a short period, and all those 
engaged in the manufacture and dis- 
tribution of textiles and apparel will 
show a profit. But these periods are 
not very lengthy, and do not come very 
often. And during the rest of the time 
the textile and apparel industries as a 
whole have a much more difficult task 
than many other industries. For, 
while the points of difficulty that were 
mentioned above are more or less com- 
mon to all consumers’ goods industries, 
the textile and apparel group has 
troubles that purely are its own. 

For example, the major shifts in the 


* The textile and apparel industries 
w 
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consumption of textile fibers has 
brought disturbance to the industry. 
And the price structure of textiles is 
frequently upset by extra-shift opera- 
tions and consequent overproduction. 
In addition, the unenviable but rather 
consistent record of some branches of 
the industry in losing money on rising 
as well as declining raw material mar- 
kets has made the flow of new capital 
into the industry very slow. Regional 
shifts in industrial location have had 
their effect in upsetting operating 
ratios, and in producing over-capacity. 
Government influence, both in produc- 
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The Institute of Reader Research 
in Fort Wayne, Indiana, has se- 
lected “Credit and Financial Man- 
agement” to be one of 50 publica- 
tions, out of 1,400 in the business 
field, which it will index each 
month in connection with its special 
service to libraries, research insti- 
tutions, etc. All our readers, who 
have occasion to check articles in 
a variety of publications, will be 
interested in learning of this service. 





tion control and in attempted regula- 
tion of wage and hours, is a compara- 
tively new threat to the stability of the 
domestic industry. And in the United 
States, as well as in the world outside, 
the growth of rayon yarn and rayon 
staple fiber consumption has been 3 
new upsetting force. 

These last named developments 
have been of a long term character, and 
can be viewed later from the back- 
ground of more recent developments, 
both actual and potential. For the mo- 
ment, the last year and a half, or a 
little less, will serve well in illustrat- 


ing the ups and downs of the textile 
and apparel industries; for in that time 
there has been a textile boom and 
collapse. 

A good gauge of what is going on in 
textile production is to be found in 
mill margins. If margins are high, 
and going higher, then you may be sure 
that production is rising. This is only 
natural and is sound enough if it 
doesn’t go too far. But as a result of 
the highly competitive nature of the 
textile industry, it nearly always does 
go too far, ending in losses and—final- 
ly—drastic curtailment to correct the 
excesses of high operations. That is 
exactly what happened during the past 
year, and it is only recently that the 
drastic curtailment portion of the cycle 
has arrived. 

Profit margins widen when the price 
of the finished product goes up more 
rapidly than the price of the raw ma- 
terial—making allowances for certain 
fixed costs. The fact that a good 
share of the costs is relatively fixed 
means that commensurate rise in fin- 
ished products’ prices widens the mar- 
gin, and spurs production. And in the 
Fall and Spring of 1937 there were 
several unusual influences to hasten the 
widening of the profit margin. 

These unusual forces worked 
through the demand-supply relation- 
ship. Demand was high. Income was 
rising, making more rapid progress 
than the cost of living, so that pur- 
chasing power was on an upward 
course. Second, and important in re- 
lation to the distribution of textiles 
and apparel, there had been continued 
Federal efforts at redistribution of in- 
come. These efforts as applied to the 
farmer had been quite successful—it 
was still too early to get the inevitable 
kick-back in the form of reduced non- 
farm purchasing power— and last 
Spring it looked very much as if in- 
dustrial labor was then to receive its 
share of Federal beneficience through 
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a Wages and Hours Bill and through 
encouragement of labor organization. 

Only a few people stopped to think 
what must necessarily happen to the 
middle and white collar classes if in- 
dustrial labor and farmers continued 
to seesaw their return from produc- 
tion upward without any regard for 
increasing efficiency of production. 
Every one else was talking and think- 
ing of an ever-expanding domestic 
market as a result of these wonderful 
new economic ideas. 

Naturally enough the textile and 
apparel industries, long publicized as 
one of the sore spots so far as wage 
rates and standards of living were 
concerned, received a lion’s share of 
the publicity during the wages and 
hours discussion. Especially was this 
true since it could be pointed out that 
any measure tending to equalize differ- 
entials as between North and South 
would have the support of northern 
industry. Then there were also 
threats of labor tie-ups, and these were 
taken more seriously as the wave of 





Black Star 





sit-down strikers developed and were 
not even condemned verbally by of- 
ficial Administration spokesmen. 

Backing up these rather unnatural 
circumstances was a rising raw ma- 
terial price level. Markets were buoy- 
ant, responding sensitively to every new 
whisper of inflation or shortage. All 
together there was reason enough for 
the textile boom that developed. 

With the increase in demand for 
finished products, profit margins start- 
ed up and production followed. And 
by the time profit margins had reached 
a peak, the movement had gained 
enough momentum to keep it going for 
a time. Helping to extend the period 
of overproduction somewhat beyond 
what it should have gone was the de- 
ceptiveness of the decline that came 
after Labor Day. While some reces- 
sion during the Summer had been ex- 
pected and allowed for, it did not de- 
velop to any great degree. On the 
other hand, business acted sluggish 
toward the end of the Summer, and 
there grew an inclination to wait and 


see what would happen after Labor 
Day. And of course what happened 
was a sensational collapse in produc- 
tion. 

Fortunately, most branches of the 
textile and apparel industries had be- 
gun their corrective curtailment some- 
what earlier, and the task of readjust- 
ment with which they were faced was 
not quite so imposing as in some other 
branches of industry. Unfortunately, 
many branches did not then curtail as 
rapidly as they should. By late in the 
year, however, the decline in profit 
margins had brought about its natural 
sharp result, and production of textiles 
and apparel in general was drastically 
below the level of current consump- 
tion. 

The sustained movement to ulti- 
mate consumers has been the brightest 
part of the textile and apparel picture. 
In heavy lines of production, a high 
level of investment and financial con- 
fidence is required before activity can 
mount and remain at high levels. But 
in the consumers’ goods lines, all that 
is needed is that consumer purchasing 
power be relatively high. And so far 
consumer purchasing power has re- 
mained. at respectable levels. Income 
has declined, but not nearly so much 
as production, and retail prices in the 
meantime have undergone rapid re- 
adjustment, especially in textile and 
apparel lines. 

Moreover, and more important, un- 
less the present decline in business 
sinks into a prolonged period of de- 
pression—which for many sound rea- 
sons seems unlikely to occur—there is 
every prospect that consumer income 
will be maintained fairly well over the 
next several months, or until the re- 
covery movement has a chance to re- 
assert itself. Such a large proportion 
of the national income is relatively 
stable that it requires a rather pro- 
longed period of business recession to 
bring about a commensurate decline in 
income. 

Now this sustained movement to the 
ultimate consumer is what has trans- 
lated the textile apparel outlook from 
the rather dismal one of several 
months ago to a fairly hopeful one at 
present. This does not imply that an 
immediate advance to pre-recession 
levels is possible, or that the average 
of activity in 1938 will be as high as 
it was in 1937. But the lows reached 
in December and January in produc- 
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tion were far below the level of con- 
sumption, and the reductions in stocks 
which have been going on have brought 
the period of increased buying and pro- 
duction rapidly nearer. 

More specifically, the cotton goods 
industry has witnessed sales in past 
weeks that ran substantially above pro- 
duction. The industry is in the midst 
of a production curtailment program 
that is daily strengthening its position. 
While the profit outlook is improving, 
there seems little prospect that mar- 
gins will increase within the next few 
months to a level that will destroy the 
concerted action in curtailing. 

In silk, mill takings in December 
reached an almost unprecedented low. 
Many factors are shaping themselves 
now toward a progressive increase in 
activity. Silk hosiery is not in a bad 
position, and underwear and dress fab- 
ric demand should improve. The main 
uncertainties in the situation are the 
boycott and the disturbed position of 
the yen. ‘These . make. the - outlook 
somewhat less favorable than it other- 
wise would be. 

In the woolen and worsted indus- 
tries the worst has been seen. Pro- 
duction has already been cut to a de- 
gree that may lose business for Spring, 
especially in fancy fabrics of different 
types, for which delivery difficulties 
are already appearing. Much the 
same remark applies to women’s ap- 
parel, in which inventory liquidation 
has definitely been overdone. 

In men’s clothing there still re- 
mains the prospect of an unfavorable 
business in Spring lines. But inven- 
tories all along the line have been dras- 
tically reduced, and the prospect now 
is that some business will be lost 
through underestimating demand. Fol- 
lowing the Spring, the outlook is clear- 
er for rather rapid and substantial im- 
provement. Sales of Summer men’s 
clothing should approximate those of 
last year in dollar volume, and may 
be.somewhat in excess in unit volume 
due to the lower level of prices. The 
Fall outlook is definitely favorable— 
this is true in most of the other lines 
as well—since by that time the busi- 
ness picture will have righted itself, 
and men’s clothing prices will remain 
established on a substantially lower 
level. 

It is worthy of emphasis at this point 
that the greatest improvement in the 
field of textiles and apparel has come 


about through the rapid adjustment of 
retail prices. The entire industry is 
fortunate that retailers were quick in 
adjusting their prices. The outlook is 
very much improved, and this change 
is, in some small degree, already be- 
ginning to show up in production sta- 
tistics. 

The close up picture, then, is one 
of a typical textile boom and collapse. 
Over-production during a period of 
rising profit margins was followed by 
a period of liquidation that was speed- 
ed up by the rapid adjustment of re- 
tail prices. 





How to collect: 


Few ever got the better of the 
artist Whistler in a battle of wits, 
but there were exceptions. A flip- 
pant reply to the secretary of a 
London club where his account was 
past due produced this retort: 

“Dear Mr. Whistler: It is not a 
Nocturne in Purple or a Symphony 
in Blue and Gray we are after, but 
an Arrangement in Gold and Sil- 
ver.” 

The money was paid.—W. Orton 
Tewson in Asheville (N.C.) Citizen- 
Times. 





Getting away from near term con- 
siderations, we come back to the more 
disturbing factors listed previously. It 
is in these changes that lies the really 
gloomy side of the textile picture. It 
is for these reasons that capital avoids 
the industry even in periods when the 
capital markets are in a more normal 
state. 

Chief of these long range disturbing 
factors is the change that has taken 
place in fiber consumption. Total do- 
mestic per capita fiber consumption has 
made little increase in the past twenty 
years. This at first glance appears to 
be a stable condition which would be 
conducive to profits in the industry. 
But this is not the case, for there 
have been some very drastic shifts 
among the fibers. Cotton consump- 
tion has shown a fairly steady 
course throughout the period. But 
silk consumption came to a peak in 
1929. Wool consumption declined 
persistently from a high level in 1923; 
while there has been some recovery 


since 1934, the old peak has not been 
approached. Stabilizing the total, and 
accounting for the decline in silk and 
wool consumption, has been the stead- 
ily rising consumption of rayon. 

In this field of rayon production a 
new extension of competition has fol- 
lowed the development of rayon staple 
fiber. Continual research and promo- 
tion has produced a variety of synthetic 
fabrics having individual and desir- 
able character. So far has develop- 
ment in the field progressed that the 
producers of synthetics are not at all 
averse to the ruling of the Federal 
Trade Commission which requires that 
they label their product. In other 
words, there is a growing feeling that 
they can compete with other fibers and 
fabrics not only on the basis of price, 
but also on the basis of quality. 

One angle of the price competition is 
frequently overlooked. Synthetic fib- 
ers are relatively new, and their pro- 
duction in equal volume with silk (U. 
S. consumption) was delayed until 
1926 or 1927. ‘This means that the 
recent expansion of productive volume 
has brought in modern and up to date 
machinery, thus contributing not only 
to efficiency of production but also to 
quality of product. 

Internal to the individual branches 
of the textile apparel industry there is 
a remarkable capacity for overproduc- 
tion and the misjudgment of markets. 
On the first count, the factors that are 
of importance are the marginal mills, 
the simplicity of increasing operations 
by adding an extra shift, and the en- 
tire marketing process of the textile in- 
dustry, from raw material to finished 
cloth. 

Among other things, regional move- 
ment of the textile industry resulted 
in wide differences in the modernness 
of mill equipment. In other words, 
the ratio of marginal producers to 
total producers is higher than in many 
other branches of industry. And a 
rise in profit margins is not only a 
stimulus to more extensive operations 
by the efficient producers, but also to 
the marginal producers. ‘Thus at a 
certain point in the increase in profit 
margins, productive capacity is in- 
creased at a greatly accelerated rate. 

The operation of the third shift 
needs no discussion. United efforts to 
eliminate this evil are successful at 
times—but it is significant that this is 
usually when profit margins offer lit- 
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tle incentive to over-production. 

Even the marketing of textile prod- 
ucts has a bearing on the tendency to 
overproduce. Much of the marketing 
is in the hands of brokers; many of 
these naturally are interested primar- 
ily in their own profits. While in the 
long run this consideration would be 
better protected by practices designed 
for the well being of the entire in- 
dustry, it is too much to expect that 
these long range precepts will be con- 
tinually kept in sight by the broker 
when they are not by the mills them- 
selves. 

Finally and not less important is 
the difficulty experienced by mills and 
distributors in foreseeing demand and 
supply developments. On the one 
hand, there is no statistical measure of 
consumers inventories, and there has 
been little research effort expended in 
determining what the consumer will 
buy, and when, and to what extent. 
It has been my experience, in direct- 
ing research along these lines in my 
own Bureau, that apparently minor 
and insignificant shifts: in consumer 
preferences can be extremely upsetting 
to wide branches of industry. This is 
especially true in the textile-apparel 
industries, which depend quite closely 
on developments affecting the ultimate 
consumer. 

For these long range difficulties it 
is difficult to find a solution that would 
be sufficiently broad to be effective and 
that would be acceptable to the indus- 
try as a whole. Regarding the mar- 
ginal capacity, Great Britain has 
found a solution in the retirement of 
spindles. This retirement has been 
undertaken by the cotton spinning in- 
dustry at its own expense, and has 
been successful in removing excess ca- 
pacity with a minimum of disturbance. 
Capacity to produce has been restrict- 
ed in line with the contraction of 


Great Britain’s markets, and as a re- 
sult the price structure has not been 
undermined as it would otherwise have 
been. Such a systematic procedure in 
the United States would unquestion- 
ably improve the position of the in- 
dustry. 

Any step, such as the above, which 
would increase the average efficiency 
of the industry and which would re- 
duce the proportion of marginal pro- 
ducers would be a stabilizing influence. 
Barring such a constructive plan, how- 
ever, it is impossible to foresee the 





How to collect: 


A New York florist has persuad- 
ed a number of business concerns 
to send out half a dozen roses with 
overdue bills. In most cases the 
recipient feels guilty about accept- 
ing flowers and prompily eases his 
conscience by paying the bill.— 
New York Woman. 





elimination of the unfit by any other 
means than that of periodic bank- 
ruptcy. 

In the field of marketing there is 
of course vast room for improvement. 
But this would imply the taking over 
by the mills of the function now per- 
formed by the broker. But since it 
would be impossible and not even jus- 
tified to convince the broker that he 
should relinquish his business to the 
mills, and since it would be just as im- 
possible to convince the mills that they 
could satisfactorily perform the func- 
tion of the broker, there seems little 
hope of improvement in this direction. 
And indeed, with the difficulty that 


mill men now have in estimating po- 


tential demand, there is a question of 
whether such reorganization of textile 
distribution would be of much benefit. 

Regarding the latter point, a big 
step forward will have been taken 
when all sections of the industry, from 
mill to retailer, realize the vital im- 
portance of general and specific eco- 
nomic research as applied to their own 
businesses. There is no one section of 
the industry that has not been guilty 
of serious errors in judgment during 
the past year. And sadly enough, the 
reaction to this has not been to im- 
prove capacity for forming judgments, 
but rather has been to avoid the mis- 
takes of last year by doing now the 
reverse of what was done then. Thus 
in place of overbuying and overproduc- 
tion, there is now underbuying and 
underproduction, which is just as 
serious a mistake. Whereas last year 
losses were created by excessive mark- 
downs to move excessive stocks, this 
year profits will be lost through ex- 
cessive timidity and restricted opera- 
tions. 

However, these losses in the form 
of profits that should have been made 
are not nearly as impressive as losses 
that are actually recorded. With this 
in mind; it is possible to state that the 
short term outlook for most branches 
of the textile apparel industry is rela- 
tively favorable. Activity will not av- 
erage as high as in 1937, but there 
should be sound and progressive in- 
creases from current levels, with little 
danger that excesses similar to those of 
last year will again exact their tolls 
within the year. In the meantime, the 
leaders in the industry have been 
quietly informing themselves of eco- 
nomic developments significant to their 
own business; and it is for these peo- 
ple, in their strengthened position, that 
the near term and the longer term out- 
looks are both better than the average. 





Time sales 

A seven-point program for install- 
ment banking to follow as a means of 
avoiding a serious credit crisis was 
proposed by O. C. Cameron, president 
of the Bankers Commercial Corpora- 
tion, installment bankers, of Chicago 
and New York, in an address before 
the National Retail Hardware Asso- 
ciation recently. 

The program was as follows: “(1) 


products sold on the installment basis 
must have a life at least four or five 
times as long as the credit contracts; 
(2) only proven seasoned products 
can be sold on the partial-payment 
basis in the future; (3) only those 
products made by firmly established 
companies should have the advantage 
of installment selling; (4) products 
subject to violent and wide-swing fluc- 
tuations should not be sold on the par- 


tial-payment plan; (5) credit terms in 
the future must be considerably more 
conservative than in the past because 
of the proven impossibility of gauging 
business conditions eighteen months 
and two years in the future; (6) the 
practice of using the partial-payment 
plan alone to make sales must be 
stopped, and (7) future credit investi- 
gations must be far more rigid than 
they have been in the past.” 
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NASH S. ELDRIDGE, Asst. Treasurer, J. P. Stevens & Co., New York, discusses the 


Credit side 


The credit side of the textile in- 
dustry has become so important 
ly that two types of large organiza- 

tions—one, known as a factor, 
specializing in financing, and the other 
specializing in financing and selling— 
have found an important place in the 
general textile picture. These organi- 
zations have set up large facilities for 
checking credits, guaranteeing receiv- 
ables and making collections. They 
offer a highly specialized service to this 
important part of the textile business. 

From the time the yarn is spun until 
the finished fabrics are displayed in the 
retailer’s store, either in piece goods or 
finished garments, there is a consider- 
able spread of time. Each operation 
involves a problem of distribution and 
finance. These two problems brought 
into the picture, early in the develop- 
ment of the textile business, two types 
of organizations—one acting purely as 
a factor handling credits and collec- 
tions; and the other known as the com- 
mission merchant, who not only handles 
credits and collections, but sells the en- 
tire output of the mills. These or- 
ganizations have long since been recog- 
nized as important cogs in the industry. 

Development of the textile industry 
in the United States is to a consider- 
able extent traceable to development of 
and improvement in credit management 
in this particular field. Such a state- 
ment could perhaps be said about every 
other industry which has shown notable 
expansion, but when we realize that 
the commission houses and factors 
handle a sales volume in excess of two 
billion dollars a year with a credit loss 
well under one half of one per cent, it 
is easy to see how credit management 
plays such an important part in the 
textile picture. 

Credit in the textile field is the same 
as in every other industry. All credit 
is based upon confidence and the ability 
of the applicant to keep his promise to 
pay when due. Character, Capital and 
Capacity must be measured just as 
closely as in every other line of trade. 
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The textile trade has not developed an 
infallible formula for credit appraisal. 
The credit side of textiles is no different 
than basic credit methods in other lines. 

The average sale per account runs 
to a higher total of dollars because 
several mills catering to the same class 
of trade are using the same selling 
house or factor. Because of this con- 
centration, all of us are a bit more 
careful and thorough in getting infor- 
mation about our accounts. Experience 
has taught us that we must not regard 
credit as the commodity we sell, but 
rather as the equivalent of what we sell 
which will turn into cash in the usual 
course of business. Undoubtedly the 
great cause of worry in the textile field, 
or in any other field for that matter, is 
that credit is held all too cheaply, and 
that it is looked upon as a commodity 
for sale. 

In a discussion of this nature, I am 
reminded, when considering the ques- 
tion as to what credit is or is not, of a 
statement attributed to Andrew Car- 
negie. Some one asked him for a for- 
mula for success in business. His reply 
was something like this: 

Knowledge of our particular busi- 


textiles 


ness, plus courage to dare, plus friendly 
spirit and tact in carrying through our 
business relations. 

If there is any one basic necessity in 
the credit side of textiles, I would say 
that “Knowledge of our customers” is 
number one on the list of requirements 
for the successful operation of a credit 
department. 

We find this requirement so essential 
in our company that our credit men are 
constantly visiting customers in the city, 
starting the first visit when the account 
is opened. In addition, our men two 
or three times a year call on out of 
town customers and see their banks. 
Our experience teaches us that direct 
and frequent contact pays substantial 
dividends in many ways. 

Bill Fraser once told me that if one 
were to be a successful credit man, he 
must have plenty of initiative and 
imagination. 

What are the essential qualifications 
of a credit man in the textile field? 
They are the same as in any other line 
of industry. He must be a student 
with an aptitude for credit problems 
and the ability to digest and put into 
practice what he learns. He should be 
a good correspondent. He should have 
a knowledge of commercial law. He 
should possess a knowledge of account- 
ing to enable him to analyze a state- 
ment properly. He should have an in- 
vestigative turn of mind and should 
have an agreeable but firm obstinacy 
at times. An investigative turn of mind 
indicates deliberation, vigilance, cau- 
tion and sagacity, yet courtesy, agree- 
ableness and respect must be character- 
istic. Generally speaking his results 
are accomplished through his patience, 
insistence and persistence. Sympathy, 
imagination and initiative are prime 
essentials. He must possess an open 
mind. He must be a builder of sales 
and business—a constructive element. 
He must possess or acquire the ability 
to judge human nature. 

Perhaps one of the most important 
developments affecting credit analysis 
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operations in the textile field which 
-hould be mentioned in this connection, 
is the fact that financial statements are 
now being verified by certified or 
chartered accounts in a great majority 
of cases because of the insistence of this 
type of audit by credit men. It has 
been our experience that the financial 
statement is largely of value as a means 
of measuring the progress of the com- 
pany. 

We have made quite a study of fi- 
nancial statements and have evolved 
some ratios which we find of value, 
not so much as actual factors in credit 
analysis but rather as warning signals 
which immediately direct us to seek out 
the reasons for these “warnings”. 

We have made up tables from the 
financial statements in our files for 
each of the past few years for all the 
trades to which we sell. These tables 
cover such items as Cash, Accounts Re- 
ceivable, Merchandise, Current Liabili- 
ties, Total Liabilities, Net Worth, 
Working Capital, Sales, and Current 
Ratio. With these figures tabulated, 
we then work out further ratios such 
as Merchandise to Sales, Receivables 
to Sales, Liabilities to Sales and Liabili- 
ties to Working Capital, Turnover of 
Working Capital and Turnover of 
Merchandise. From this composite 
tabulation, we work out what might be 
termed standard ratios for our various 
types of customers. 


From this general tabulation of all 
of our customers, we have worked out 
breakdown tabulations for all cus- 
tomers in a certain group such as work 
clothing manufacturers, shirt manu- 
facturers, clothing manufacturers, dress 
manufacturers, cotton converters, rayon 
converters, department and_ chain 
stores, etc. Such a breakdown gives us 
a ratio yard stick for each particular 
class of customers. Then we go farther 
and make a breakdown according to 
the working capital of each individual 
class of customers. In most divisions 
we have at least three different groups, 
arranged according to size of working 
capital, 

Years ago we learned that we could 
not rely upon a quick-peek or current 
ratio as a real yard stick. Current ra- 
tio is supposed to show current assets 


“By the Golden Gate in ‘38!” 
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in relation to liabilities, but the ques- 
tions are—how are the assets measured ? 
Are the liabilities current accounts or 
do they represent items long past due? 
Is the inventory properly depreciated ? 
Do they include amounts due from the 
principals of the company? Have 
proper bad debt reserves been set up? 
We had been working upon a theory 
of ratios for some time when by good 
fortune we learned of the research 
work which has been done by Mr. 
Eugene S. Benjamin and which was 
the basis of his important book “Prac- 
tical Credit Analysis”. Here we found 
just the thing we had been seeking. I 
know that many credit executives also 
have studied Mr. Benjamin’s book but 
for the benefit of those who may not 
have had the opportunity to do so, I 
would like to give the summary of his 
ratios as presented in his book: 
RECEIVABLES TO SALES — 
This is the percentage which all Trade 
Receivables including Bills Receivable 
discounted by banks or others bear to 
Net Sales, and is compiled to ascertain 
the percentage of average outstandings. 
Too large a percentage might mean 
the inclusion of non-business receivables 
or excessive terms or partly frozen ac- 
counts. Too small a percentage might 
mean the cashing of sales elsewhere. 


MERCHANDISE TO SALES— 
This is the percentage which the in- 
ventory bears to the Net Sales, being 
for the purpose of ascertaining the turn- 
over of merchandise in relation to sales. 
An unduly large percentage might in- 
dicate that inventory was slow moving, 
obsolete or improperly priced. An un- 
duly small percentage might show that 
all merchandise delivered to date of 
statement had not been included in the 
assets and liabilities. 

LIABILITIES TO SALES—This 
is the percentage which the total quick 
liabilities bear to the Net Sales. A 
large percentage would indicate either 
insufficient liquid capital for volume of 
sales, or that either the receivables or 
the merchandise or both are in undue 
proportion to volume of sales. 


LIABILITIES TO LIQUID OR 
WORKING CAPITAL—This is the 
percentage of all liabilities to the 
Working or Liquid Capital. An un- 
duly large percentage would show that 
the business is relying too heavily on its 
creditors and that loans are being used 
for capital deficiencies instead of for 
seasonal credit needs, 


TURNOVER OF LIQUID 
CAPITAL—(as represented in the 
volume of sales)—This is the volume 
of Sales divided by the Liquid Capital. 
When this turnover is greater than 
others in the same business, it might 
show either speculative tendencies or 
insufficient capital to do the volume. 
If this large use of credit does not 
bring large profits, it becomes subject 
to added criticism. 

TURNOVER OF MERCHAN- 
DISE—(in comparison with the Turn- 
over of Liquid Capital) This is the 
volume of Sales divided by the value of 
the Merchandise inventory. In general, 
the Turnover of Merchandise in busi- 
nesses operating on a moderate gross 
profit, should be greater than the 
Turnover of Liquid Capital to insure 
a net operating profit. 

MERCHANDISE. TO RECEIV- 
ABLES—An excessive percentage of 
merchandise might indicate an inven- 
tory badly assorted for sales purposes 
or one not properly depreciated or 
speculative tendencies for a rise of 
values. 

MERCHANDISE TO LIQUID 
CAPITAL—An undue proportion of 
merchandise to Liquid Capital is an in- 
dication_of a poorly proportioned Cur- 
rent Ratio as well as a business operat- 
ing on too large a volume for its Liquid 
Capital. 

Let me repeat that ratios are valu- 
able largely as a system of warning 
signals. They are not reliable solely 
as a basis of credit granting but they 
are worth all the effort required to 
figure them out as a final recheck in our 
credit appraisal operations. 

If I were to be asked the question: 
“What can be done to improve the 
value of financial statements ?”—my 
answer would be, tell your customer 
the kind of an audit you want. Then 
continue to work through your trade 
groups and trade associations to pro- 
mote the requirement for independent 
audit and accountant’s verification of 
all assets and liabilities on financial 
statements. When the day comes that 
every financial statement used in credit 
relations is prepared by a certified or 
chartered public accountant, the credit 
profession will be relieved of head- 
aches. 


a! 
43rd Annual Credit Congress 
June 5-10 
“By the Golden Gate in ‘38!” 
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They gambled- 


and lost! 


by H. H. BAILEY, Fraud 
Prevention Dept., Chicago 


District Judge Moore of the Fed- 

eral Court at St. Louis, Mo., on 

February 5, 1938, at a time when 
he was sentencing Morris and Louis 
Londe to terms of imprisonment of 
five years each after both of these in- 
dividuals had entered pleas of guilty 
to an indictment charging concealment 
of assets in violation of the National 
Bankruptcy Act in connection with 
the operation of the Pearl Garment 
Company of St. Louis. 

On August 22, 1936, an involun- 
tary petition in bankruptcy was filed 
against the subject company, and on 
September 2nd an investigation was 
started by the writer, which investiga- 
tion was prompted by complairts be- 
ing filed by Mr. William Fraser, of 
J. P. Stevens & Co., Inc., and Mr. 
George W. Retz, of A. D. Juilliard 
& Co., Inc., of New York City, with 
Mr. C. J. Scully, Director of the 
Fraud Prevention Department of the 
National Association of Credit Men. 

Inquiries developed the fact that 
within a period of less than seven 
months an alleged net worth of $36,- 
078.08, as set forth in the financial 
statement issued by the Pearl Gar- 
ment Company, had shrunk to a de- 
ficit of $124,078.08 the greater part 
of which was due merchandise credit- 
ors, chiefly for purchases made during 
the months of July and August of 
1936. 

The Pearl Garment Company 
which was engaged in the manu- 
facture of ladies’ suits and coats and 
which had been in business for a num- 
ber of years, had heretofore enjoyed 
an excellent credit rating, and Mor- 
ris and Louis Londe were looked upon 
as individuals of good repute. 

In the month of March, 1936, 
Morris and Louis Londe brought into 


= Such was the explanation made by 
w 


their establishment as an employee a 
third brother, namely, Isadore, sev- 
eral days after he had been released 
from a Michigan Penitentiary where 
he had completed a lengthy term of 
imprisonment for a jewel robbery. 
Isadore had been shot and seriously 
wounded in 1924 in a feud between 
notorious gangsters who were operat- 
ing in St. Louis, and upon his recov- 
ery from this shooting he went to De- 
troit where he was convicted on the 
robbery charge and was sentenced to 
a term of imprisonment of from ten 
to twenty years. 

What part Isadore actually took in 
the affairs of the Pearl Garment Com- 
pany has never been determined. How- 
ever, shortly after his employment 
there the scheme was formed by Mor- 
ris and Louis Londe to defraud their 
creditors, and in the furtherance of 
said scheme a considerable amount of 
merchandise was purchased, and also 
large amounts of money borrowed 
from Banks. 

During the course of the hearings 
before the Referee, Morris Londe 
stated when called upon for an ex- 
planation for the unaccounted for 
shortage, that the sum of $25,000 had 
been used to have their brother Isa- 
dore paroled from the Michigan Peni- 
tentiary, but which story Morris later 
retracted when the Governor of the 
State of Michigan had directed that 
an inquiry be made for the purpose of 
determining whether Isadore had re- 
ceived his parole in a fraudulent man- 
ner. 

My investigation developed the fact 
that a large amount of merchandise 
had been removed from the place of 
business late at night and on Sunday, 
and also that a considerable amount 
of manufactured articles were sold for 
less than the cost of the material used 
in making them. Furthermore, that 
Morris and Louis Londe withdrew 
large sums, totaling $72,000, from the 
Bank shortly prior to the filing of the 
petition against them, but for which 
at no time had they offered any ex- 
planation as to its disposition. 

After obtaining statements from 
former employees, trucking companies, 
building employees, etc., the matter 





was brought by the writer to the at- 
tention of the Federal Bureau of In- 
vestigation who immediately assigned 
one of its Agents to cooperate in the 
further investigation, which consisted 
principally of checking bank, express 
and freight records, and the interview- 
ing of persons who had purchased mer- 
chandise from the Pearl Gatment 
Company. 

On September 22, 1936, Morris 
and Louis Londe, the partners in the 
Pearl Garment Company, were. ad- 
judged bankrupts in the U. S. District 
Court, and after which Commission- 
er’s warrants of arrest were obtained. 
Morris and Louis Londe were taken 
into custody on charges of concealing 
assets from the Trustee in Bankruptcy, 
after which arrest both were held in 
Bond of $25,000 each. 

After considerable further investi- 
gation all of the facts were submitted 
to the Federal Grand Jury at St. Louis 
by Assistant United States Attorney 
Morris and shortly thereafter said 
Jury voted an indictment charging 
Morris and Louis Londe with con- 
spiracy to violate the National Bank- 
ruptcy Act. Louis Londe was also 
indicted on a charge of concealment 
and Morris Londe for perjury. 

As hereinbefore stated, both of the 
aforementioned individuals entered 
pleas of guilty on January 26, 1938, 
and on February 5th District Judge 
Moore sentenced Louis Londe to a 
term of imprisonment of five years on 
the indictment charging concealment 
of assets from the Trustee in Bank- 
ruptcy and two years for conspiracy, 
the conspiracy count to run concur- 
rently with the five year term. Mor- 
ris Londe was sentenced to a term of 
five years in prisom for perjury and 
two years for conspiracy, the conspir- 
acy count to run concurrently with 
the five years for perjury. 

It might here be noted that the sen- 
tences imposed in this case were the 
maximum allowed under the existing 
Statute and it is one of the few times 
in the history of bankruptcy prosecu- 
tions that said maximum sentence had 
been imposed in a case where pleas of 
guilty had been entered. 

Judge Moore at the time he imposed 
sentence stated: “They mapped their 
own course. They gambled and lost. 
I find no redeeming feature in their 
conduct to entitle them to leniency. 
They did everything (Cont. on page 39) 
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Credit manager: $5000.00 


by GORDON N. LANTZ, Credit Manager, Balfour, Guthrie & Co., Ltd., San 


Francisco, and Member, National Advisory Committee on Credit Education 


Corporation revealed the follow- 

ing average salaries paid to execu- 

tives in 53 medium sized manu- 
facturing firms: 


nc recent survey by the Dartnell 
\ 


General Manager ....... $15,000.00 
CN Bsc is ciceceas 7,500.00 
Se NE ainieicnsc css 12,000.00 
CREDIT MANAGER .. _ 5,000.00 
Sales Manager .......... 7,500.00 
Personnel Director ...... 6,000.00 
Works Manager ........ 6,000.00 
Advertising Manager .... 7,500.00 
Office Manager ......... 5,000.00 


Referring to the Credit Manager, 
the survey further stated: 


His job is to use the credit granting 
powers of a business to the best ad- 
vantage of the business and the cus- 
tomer. He is responsible for credit 
losses. He reports to the general 
manager, but works closely with the 
sales manager in building of better 
customers by helping them to become 
better business men. 


Five thousand dollars as an annual 
salary may loom large to a few credit 
men. Others may be chagrined that 
the profession of the credit manager is 
so low in the executive salary scale. 

Why? we may ask. 

The cartoon with this article illus- 
trates a condition all too prevalent in 
the credit profession. One man is busy 
building a dock preparing for his ship 
to come in—the other man is just sit- 
ting. The credit man who “just sits” 
apparently is unaware of his responsi- 
bility to the welfare of business or the 
opportunities of the credit profession 
as a Career. 

Fortunately, earlier pioneers (we are 
still pioneering) in the field of com- 

ercial credit appreciated the need for 
co-operative effort in developing sound 
credit principles and practices, and they 


did something about it. In 1896 they 
established a non-profit, mutually-bene- 
ficial organization, the National Asso- 
ciation of Credit Men, which is today 
the second largest business association 
in the country. 

The social responsibility of the credit 
profession is better appreciated when it 
is realized that those in the profession 
are in effect the guardians and guides 
of ninety percent of our circulating 
monetary media. 

This nation is living under a trading 
economy, and almost all of our activi- 
ties revolve around the exchange of 
goods and services. Originally we de- 
pended on barter for exchange of 
goods, with its consequent restriction 
of commerce. From this cumbersome 
stage in our economic history we passed 
into the money exchange era, with gold 
and silver as the only real money. This 
enabled man to suspend his buying 
power—that is, to take gold in the 
place of goods, which gave him the 
power to buy what he might need at 
some future time. 

Time proved that even this much 
improved method of exchange ham- 
pered large scale commerce. As a re- 
sult of the growing need for a more 
efficient mechanism of exchange, a new 
media of exchange made its appearance 
under the name of “CREDIT.” 

This media was found to fulfill the 
purposes of money just as completely 
and fully as metallic coins. This new 
media of exchange, like coins, had a 
certain ‘“content’”—intangible, to be 
true, but nevertheless basic. A credit 
dollar was developed. The difference 
between a money, or a metallic dollar 
and a credit dollar is not obvious to 
the average person. 

The gold dollar, now only a stand- 
ard of value and a reserve base, con- 
tains a specific content, i.e. 15.23 
grains of fine gold and 2.58 grains of 
alloy, or a standard weight of 17.8 
grains. This known content enables 


money, based on this standard as a re- 
serve, to circulate and to make it ac- 
ceptable throughout the business world. 
The metallic dollar and subsidiary 
coins are minted by the government; 
the credit dollar is “minted” by indi- 
viduals. Millions of people are daily 
“minting” credit dollars. Unless these 
dollars have the required “content” 
they are “cheapened dollars,” and their 
depreciated “content” leaves a wake of 
weakness throughout the monetary sys- 
tem. The qualities that give a credit 
dollar content are: 

1. The credit dollar must first con- 
tain CHARACTER, or a determina- 
tion and willingness to pay. 

2. It must next contain CAPAC- 
ITY, or the ability on the part of the 
user properly to receive goods and turn 
them over in such a manner as to in- 
sure redemption of the credit dollars 
given in exchange. 

3. The hardening quality of the 
credit dollar is known as CAPITAL. 
This is the quality which gives the 
credit dollar a more firm foundation 
on which business transactions can be 
built. 

Every nation has laws making coun- 
terfeiting a crime. However, these 
laws pertain only to coins and paper 
money. Counterfeiting is still ram- 
pant in a form not recognized by the 
public at large—counterfeiting credit. 
Millions of counterfeit credit dollars 
are created annually by untrained 
credit men, and they are unknowingly, 
nevertheless, accessories to the crime of 
cheapening all of our money. 

The credit man has, in effect, a po- 
sition of public trusteeship in that his 
is a responsibility to maintain the sound 
basis of ninety percent of our ‘circu- 
lating monetary media. 

The younger credit man and alsc 
some older credit men may well ask, 
“How can we better function to fulfill 
our responsibility as credit men?” 
“How can we cultivate ourselves to be 
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better credit managers?” 

BE THOROUGH. Ask questions 
about your debtor. Obtain all avail- 
able information. Use your Inter- 
change report. Study it. Compare it 
with previous reports. Leave no stone 
unturned to see that the credit dollar 
you are taking is basically sound. 

USE SOUND JUDGMENT. 
You are the judge. Be sure of your 
decision. 

STAND FIRM. Make up your 
mind on sound principles, and when 
you have done so don’t be swayed by 
the winds of over-optimism and over- 
pessimism. Criticism will be directed 
your way. Your ability may be ques- 
tioned. Department heads will bring 
pressure to bear. Stand firm. If you 
are employing sound principles your 
judgment will win out. Keep your 
mind open to the admission of further 
evidence. Any addition to your fund 
of knowledge should be welcomed. 

CO-OPERATE. Remember that 
you are not the only cog in the ever- 
turning wheel of business. With this 
in mind exert yourself, if necessary, to 
co-operate with all others in your firm 
and credit men in other firms. An- 
tagonism only breeds contempt, and a 
little co-operation will take the wind 
out of the sails of any antagonist. 

GET OFF YOUR CHAIR. You 
can’t run a credit job efficiently by sit- 
ting on your chair all day long. Per- 
sonal contact with your fellow credit 


man will repay you for the time spent 
and soon will instill in you a spirit of 
service that will make you want to take 
part in the many worth while activities 
of your association. 

Credit men sometimes look upon 
their Credit Association as just an- 
other mercantile agency. It is often- 
times necessary to jar them out of this 
erroneous concept of the association, 
and to make them realize that this 
association of theirs was founded by 
credit men and is controlled by credit 
men. 

Credit men determine its policies 
and actively control its activities. The 
objective of the credit men through the 
association is to get useful information 
in the most efficient manner possible, 
and to use this information for the best 
welfare of their firms, their customers 
and the economic system as a whole. 
The service rendered by the Associa- 
tion, our self-owned organization, costs 
astoundingly little and is indispensable 
to the proper functioning of a credit 
department. When you come to fully 
appreciate the essential necessity and 
inestimable value of such co-operation, 
you, too, will want to take a more 
active part in managing your own or- 
ganization. 

STUDY, STUDY AND STUDY. 
Experience increases efficiency and con- 
fidence. When experience is coupled 
with knowledge, accomplishments may 
be increased many-fold. You, Mr. 





Credit Man, have the opportunity to 
study your own job and the broad field 
of credit through the National Insti- 
tute of Credit, a school organized by 
and for credit men for their own self- 
improvement. You can benefit by the 
accumulated knowledge of experts, by 
learning of new developments in the 
field of credit and by association in 
classes with credit men who are pro- 
gressive. Not long since, adult pride 
deterred many from taking advantage 
of evening school study. That day is 
past. Business executives, realizing 
that business is in a constant state of 
flux, are spending more and more time 
in university and professional evening 
schools to keep abreast of an ever- 
changing world. You may honestly 
believe that you know all there is to 
know about your job. Sit in as a visi- 
tor on a class or two at your local 
Chapter of the National Institute of 
Credit. You will find that you can’t 
afford to stay away. 


Over a period of time, depending on 


the size of the local Chapter, courses 
are offered in the following subjects: 


Junior Course— 

Credits and Collections 

Basic Economics 

Business English 

Financial Statement Analysis 
Senior Course— 

Public Speaking 

Business Law 

Marketing 

Advanced Credits 


The award of Associate of the National 
Institute of Credit is given for satis- 
factory completion of the Junior 
Course. The Fellow of the National 
Institute of Credit is awarded to those 
completing both courses. 

These awards are becoming more 
and more recognized as the hall-mark 
of the qualified credit man. 

In many cities, the courses of the 
Institute are conducted in cooperation 
with leading universities. San Fran- 
cisco, the University of California 
handles the entire curriculum for the 
local Chapter. 

The Credit Managers Association of 
Northern and Central California con- 
siders its Educational Committee one 
of the most important committees in 
the Association and it has been well 
repaid for its efforts by the splendid 
attendance and enthusiastic apprecia- 
tion of all who participate in the class 
work. 
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The credit man has a definite re- 
sponsibility to fulfill in the realm of 
finance and the nation’s prosperity. 
The untrained credit man unknow- 
ingly may be failing in his responsibil- 
ity and duty to society and to his firm. 
Mr. Henry Heimann forecasts the 
recognition of the credit profession as 
a career with these few, well chosen 
words: 

“In the next five years, the profound 
changes now going on in business will 
present unequalled opportunities in the 
credit profession. A new conception 
of the credit executive’s responsibilities 
will give him a distinctive and an en- 
viable place among business leaders. I 
unhesitatingly recommend to young 
men in business that they master the 
principles of credit as an essential to 
a successful business or credit career.” 

Look again at the cartoon. Can you 
truthfully say that you have no use 
for a dock with which to receive your 


ship? Be honest with yourself, Mr. 


Credit Man. You want to build your 
dock. ‘The tools are at hand. It is 
up to you to use them. 





Insuring the life 
of a property 


Insurance to protect persons in 
their old age and to provide funds 
wu for their dependents after death 
has been a common practice in this 
country, but the idea of providing 
similar protection for buildings by pay- 
ments of premiums to cover deprecia- 
tion and obsolescence is a comparative- 
ly recent development here. 

In some sections of Europe this form 
of indemnity, usually referred to as 
property. life insurance, has been util- 
ized for many years and is reported to 
have been a success. 

Last year the New York State Leg- 
islature made provision for the forma- 
tion of property life insurance corpora- 
tions in New York, and one company 
has been organized under the guidance 
of Dr. Hans Heymann, German econ- 
omist, 

Leonard M. Gardner, counsel to the 
New York State Insurance Depart- 
ment, believes that the most promising 
fild for this type of coverage in this 
country at present is for manufactur- 
ing plants, which usually set aside 


funds annually or write off a percent- 
age of the cost of buildings and equip- 
ment to cover depreciation. The new 
insurance might take the place of this 
write-off. 

Mr. Gardner questions whether the 
earnings on the average commercial 
property today would justify or permit 
the setting aside of sufficient funds to 
pay the premium on this coverage. 

He points out, however, that the 
“general principle of insuring buildings 
against depreciation may be helpful in 
avoiding obsolescence and avoiding 
creation of slum areas.” 

The idea is being studied with in- 
terest by builders and realty experts, 
who point to the problems which may 
arise when an owner fails in the more 
productive years of his building to make 
provision for future repairs, deprecia- 
tion and eventual obsolescence. 

Under the system worked out by 
Dr. Heymann and his associates, these 
property life companies would insure 
any sound income-producing property. 
Engineers for the company would ex- 


amine the structure, its materials and 
equipment and estimate the probable 
economic life. 

On a new $100,000 structure which 
seems good for thirty years the rate 
proposed is a little less than 3 per cent 
annually. For a $100,000 building 
estimated to last sixty years the 
premium would be less than half of 
that charged for the one whose span of 
life is figured at thirty years. 

This coverage would take care of 
roof leakage, cracks in the walls or 
foundations, replacement or repair of 
worn-out plumbing or machinery, 
dampness of rooms or other deprecia- 
tion as it developed. 

At the end of the insurance period, 
whatever was left of the insured 
amount of $100,000 after deducting 
the cost of earlier work done under 
the policy would be provided toward 
erection of a new building. If the 
economic life of the structure is found 
to have been underestimated the 
premiums are reduced and the policy 
extended. Policy holders might also 
participate in dividends. 

One of the benefits claimed for this 
type of insurance is that if the rights 
were assigned to the mortgagee he 
would be given added security for his 
loan. 


Tipping a factor 
in wages 


The practice of tipping, aside from 
undesirable social implications, results 
in serious difficulties in the administra- 
tion of various social-insurance laws. 
For instance, in the case of unemploy- 
ment insurance the benefits are usually 
in the form of a percentage of normal 


‘ wages, and it may make a very great 


difference to the worker in a “tipping” 
industry whether tips are included as a 
part of his normal wage income. Thus, 
if the unemployment benefit is calcu- 
lated as 50 per cent of wages, a waiter 
who receives $10 a week in cash wages 
and $10 in tips would receive only a $5 
weekly benefit if tips are excluded 
whereas he would get $10 per week 
if tips are included. There is no uni- 
formity on this point in the 51 exist- 
ing State unemployment - insurance 
laws, 34 definitely including tips as 
part of wages while 5 specify that tips 
are not to be included as part of the 


wage income on which benefits are com- 
puted. 
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San Francisco: city with 


a “boarding-house” reach. 


by LON HUGHES, City Editor, Wall 
Street Journal, Pacific Coast Edition 


Whether finance is the product of 

commercial development, or devel- 
ly opment a product of finance, is one 

of those chicken-or-egg proposi- 
tions; but in the case of San Francisco 
the two seem to have gone hand in 
hand. Development constantly has 
called upon finance for assistance, and 
finance, growing beyond immediate de- 
mands, has sought new outlets for its 
energies. 

Since Fortune, back in °49, first 
beckoned with a finger dipped in gold, 
San Francisco has been the money cen- 
ter of the Pacific Coast. In the first 
frenzy of the gold rush there was little 
need—or at least little request—for the 
services of finance. But when the first 
flush faded and riches flowed into San 
Francisco, money began to organize to 
serve needs and take advantage of op- 
portunities too large for individuals. 

Mining was the darling of San Fran- 
cisco finance of that day, and the sys- 
tem was built around it. But the sys- 
tem thus begun has grown to the place 
where it now serves probably as broad 
a diversity of needs as any financial 
machine in any one city anywhere. 

San Francisco is essentially a service 
city. Its industrial aspects are rela- 
tively unimportant and probably will 
become less and less so as its services 
develop and crowd them out. Already 
almost two-thirds of the city’s gainfully 
employed are occupied in so-called non- 
productive or service jobs. 

Its area limited by topography, and a 
considerable part of the available space 
given over to wharfage and other 
waterfront facilities, San Francisco 
appears likely to content itself with be- 
ing the financial nerve-center for the 
constantly increasing number of pro- 
ductive enterprises establishing them- 
selves along the ample shore line of the 
bay but outside the city proper. 

San Francisco cannot properly be 





considered alone, for a large part of 
the need for its services is created by 
the industry of the entire bay area, 
which lies like a giant hand, dipping 
its fingers into agriculture, mining, 
lumbering, oil and fishing. Its geo- 
graphical situation, its access to foreign 
sources and markets, and the produc- 
tivity of the hinterland to which it 
reaches by natural transportation chan- 
nels, are ready explanation for the bay 
area’s industrial importance and San 
Francisco’s financial ranking. 

The agricultural area that San Fran- 
cisco serves, it has been estimated, pro- 
duces roughly half of California’s total 
crop value. The Sacramento and San 
Joaquin Valleys—the latter is the big- 
gest single block of agricultural land 
in the state—have a wide range of 
climate, so that crops in wide variety 
come to harvest stage in every month 
of the year. 

Canning these crops is one of the 
large industries in the San Francisco 
area. Whether the canning is done 
near production, or at one of the many 
plants around the bay, San Francisco 
it is that finances the process. 

Both the big valleys have cheap trans- 
portation outlets. Shallow draft steam- 
ers operate on the Sacramento and San 
Joaquin rivers, which flow into San 
Francisco Bay. 

Mining, which once pointed the way 
to the development of the state, now 
has diminished in importance, or, rath- 
er, it has been outstripped by agricul- 
ture and petroleum as sources of reve- 
nue. Gold, the largest single item of 
mine production in the state, now as 
in former years flows to San Francisco. 
Largest of California’s corporate min- 
ing enterprises have headquarters in 
the city. It is the mint, of course, that 
attracts the actual metal. The San 
Francisco Mining Exchange provides 
a market for the shares of a number 


of the smaller mining companies that 
are not listed for trading on either 
the San Francisco Stock Exchange or 
the San Francisco Curb. 

San Francisco’s claim on the lumber 
industry springs largely from the fact 
that it is a convenient trans-shipping 
point. Lumber produced on the coast 
is usually transported first by coastwise 
steamers, which are attracted to San 
Francisco by the opportunity to unload 
and pick up an outgoing cargo. In 
many cases, lumber company and ship- 
ping line managements interlock. 

Although probably three hundred 
miles or more from any sizable oil 
production, the San Francisco Bay area 
is a processing center for crude pe- 
troleum. Here, too, transportation is 
the answer. It is more economical to 
ship crude oil by tanker from Southern 
California and process it near its ulti- 
mate consumption outlet, than to re- 
fine it near the production source and 
ship the finished product. Four major 
companies, Standard Oil Co. of Cali- 
fornia, Union Oil Co., Shell and As- 
sociated all have refineries along the 
bay front and three of them have their 
main offices in San Francisco. 

As to fishing, the bay area’s stake ex- 
tends far beyond local waters, reaching 
south to Tuna grounds and northward 
to the salmon waters of Alaska. Ex- 
cept for salmon, which is largely in cor- 
porate hands, the fishing in this area is 
done predominantly by individuals or 
small companies. However, California 
Packing Corp., Van Camp Sea Food 
Co., F. E. Booth and Co. and Sea Pride 
Packing Co. are large operators in the 
sardine, tuna and mackerel fields. 
While Calpak has, in addition, a big 
stake in the salmon fishing business 
through its subsidiary company, Alaska 
Packers Assn. 

Transportation, the very thing that 
makes the bay district a receiving cen- 
ter for a large area, also makes it by 
far the biggest distributing district in 
the state. The funnel down which 
trade drains to San Francisco becomes 
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a cornucopia, pouring out supplies to 
the area served. 

Besides deep water carriers and river 
steamer, three class I interstate rail- 
roads and a number of short lines enter 
San Francisco. Competing with them, 
and in some cases supplementing, are 
more than six hundred trucking lines 
that range in size from large corporate 
enterprise with hundreds of units, to 
the independent operator who owns 
and drives a single truck. 

These are the arteries that carry the 
San Francisco bay area’s wholesale out- 
shipments. An idea of the extent of 
the area served (generally taken to be 
from San Luis Obispo on the south 
to the Oregon State line at the north) 
may be had from comparison of the 
amount of wholesale to the amount of 
local retail trade. At last report, San 
Francisco’s annual retail sales were 
valued at $327,000,000, while dollar 
volume of wholesale business in the 
same period was roundly $1,323,000,- 
000—more than four times as great. 
By deduction, then, San Francisco is 
wholesale headquarters for a popula- 
tion at least four times as great as its 
own. And, when price mark-up be- 
tween wholesale and retail is consid- 
ered, still further projection is indi- 
cated. In all the nation, only four 
cities—New York, Chicago, Philadel- 
phia and Boston—outrank San Fran- 
cisco in value of wholesale business. 

The wide spread between the size of 
San Francisco retail and wholesale 
business is despite the fact that its 
stores serve a far greater number of 
customers than the population of the 
city alone provides. This influx of out- 
of-town shoppers explains to a large ex- 


tent the relatively high per capita rate 
of sales as compared with other cities 
not only on the Pacific Coast but the 
nation over. 

Of incidental interest in the retail 
picture is the high proportion of ap- 
parel sales to total retail volume. 
After groceries and restaurants and 
bars, apparel takes the next largest 
share—around one-tenth—of the San 
Franciscan’s retail dollar. In a city 
where seasonal definitions are no more 
sharply drawn than in San Francisco, 
this might seem an oddity. But careful 
merchandising and effective advertising, 
with emphasis on style changes, has 
made shoppers as season-conscious as 
are those in other parts of the country 
where the stimulus is provided by the 
weather. Some part of the explana- 
tion, though, here again lies with the 
out-of-town customer. Easy of ac- 
cess to the entire bay area—much easier 
than ever before, now that both the 
bridge across the Golden Gate and the 
longer span to the East Bay section are 




















Between San 
Francisco and 
Oakland across 
the bay (lower 1.) 
can be seen the 
Treasure Island 
setting of the 
1939 Golden 
Gate Exposition. 
Close-ups of 
models of “the 
big show” are 
here at the right. 
Photos by Mou- 


finished and in use—San Francisco at- 
tracts customers from an_ extensive, 
heavily populated suburban area, and 
merchandisers point out that shoppers 
who have come from ten or twenty 
miles or even farther are much more 
likely to buy apparel than food. In 
other words, groceries are sold to San 
Franciscans alone, while clothes are 
sold to customers from the city and 
its environs. 

Yet despite even its extensiveness, re- 
tail trade probably comes nearest, 
among all of San Francisco’s divisions 
of business, to being local in character. 
In all other respects, the city cannot 
be considered an isolated entity, but 
a meter for practically all trade and 
development in the broad area served. 
When a man in Stockton, for instance, 
a hundred miles away, buys a pair of 
shoes, the transaction sooner or later 
goes through the meter in San Fran- 
cisco. 

In recognition of the operating ad- 
vantages offered (Cont. on page 32) 











Business in San Francisco 


by R. F. GIRVIN, Asst. City Editor, San Francisco Chronicle. 


tion and harbor San Francisco has 

been the commercial and financial 

center of the Far West since the 
days California was a lusty infant 
among the states. 

Those days, relatively speaking, were 
not so long ago. California was ad- 
mitted to statehood in 1850, her rich 
natural resources untouched by years 
of indolent and unprogressive Spanish 
and Mexican rule. The Dons and 
Franciscans were concerned primarily 
with Christianizing the California In- 
dians, and the home governments dis- 
couraged development to the extent 
that for years the colonists were not 
permitted to trade with the foreign 
ships that occasionally ventured up the 
California coast. 

Only the Missions, the Spanish 
nomenclature, and a few other his- 
torical remnants exist to remind of 
those days. The Spanish and Mexicans 
were wholly parasitic, and the real 
development of California dates from 
the time the gates were thrown open 
to immigration. Present-day Cali- 
fornia is entirely a product of initiative 
under the American form of govern- 
ment. 

The American occupation was 
hastened by the discovery of gold at 
Sutter’s Fort. Over the plains and 
across the Sierra, by ship across the 
Isthmus of Panama and through the 
Golden Gate, came the argonauts who 
gave California her feverish Gold Rush 
days, but more important, her first in- 
dustrious stock, the men and women 
who were to begin development of a 
raw country into one of the most pro- 
ductive areas in the world. 

Then, as today, California func- 
tioned as the focal point of that de- 
velopment. The gold fields were 
scarcely a hundred miles away. Cali- 
fornia’s two great rivers, draining the 
fertile Sacramento and San Joaquin 
valleys, empty into San Francisco bay. 
The incredible Nevada silver bonanza 
was not far from San Francisco. 


= By virtue of her geographical posi- 
\ 





This mineral (and later agri- 
cultural) wealth quite naturally flowed 
to San Francisco for distribution 
through the narrow funnel of the 
Golden Gate. Here were established 
the first banks, the first great stores 
and warehouses, the first manufactur- 
ing plants. And for many years, until 
the sensational mushroom growth of 
Los Angeles (oil, movies, citrus fruit, 
tourists), the hilly city that overlooks 
the Golden Gate enjoyed supremacy. 

But San Francisco’s greatest asset, 
scenically as well as commercially, is 
her harbor. The large sheltered deep 
water stretches and miles of shoreline 
offer grand opportunities for water- 
front and terminal industrial develop- 
ment. The bay extends from the San 
Joaquin-Sacramento delta on the north- 
east to San Jose on the south, covering 
an area of 450 square miles. Strateg- 
ically located at the near center of the 
coast, the harbor is the main gateway 
of commerce for the Central Pacific 
Coast area and the Intermountain 
states. 

San Francisco ranked second in 
waterborne commerce of all ports of 
the United States in 1935 and led all 
other Pacific coast ports put together. 
Total tonnage was 26,962,032, valued 
at $1,122,566,999. In 1934, 1936, 
and 1937 strike conditions cut into this 
figure, but again this year shipments 
are moving across the docks in tre- 
mendous volume. . 

Although San Francisco often is 
called “the gateway to the Orient,” it 
is interesting that her coastwise and 
intercoastal commerce exceed her for- 
eign commerce by almost four to one. 
Foreign exports exceed foreign imports 
by almost two to one. Only 913,601 
tons of import shipments moved across 
the waterfront in 1935, and with war 
conditions prevailing in the Orient it 
is doubtful whether this figure will be 
reached this year. 

Be this as it may, San Francisco ob- 
viously has not yet reached the flood 
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stage of her development as an integral 
distribution point in the scheme of Pa- 
cific trade. Statistics could be piled 
upon statistics to show the swift de- 
velopment of commerce in the Pacific 
Ocean since the World War, and the 
potentialities of trade based on the un- 
developed resources of countries rim- 
ming this vast expanse of water. 

War, internal disruption, and other 
factors tending to strangle trade de- 
velopment are riding high in the 
Orient for the moment. With peace 
and resumption of orderly existence, 
inevitable though seemingly distant, in 
those far lands, San Francisco faces an 
extremely prosperous future as a port 
of commerce. 

At the present time, the chief im- 
ports (in tonnage volume) coming to 
San Francisco are copra and oil seeds, 
sugar, coffee, corn and maize, bananas, 
paper and paper stock, cocoanut, and 
burlap and bags. Chief exports are 


bulk oil, scrap iron (to Japan), dried, 


canned, and preserved fruits; lumber, 
barley, asphalt, and lubricating oils and 
grease. 

Chief exporters are the oil and fruit 
industries. ‘Total annual exports of the 
deciduous and citrus growers of Cali- 
fornia’s sunny valleys .range around 
300,000 tons from San Francisco alone. 
The refineries of California’s oil in- 
dustry are located across the bay, in 
Richmond, where the storage tanks 
nestle in the dun hills like huge silver 
aspirin tablets, visible for miles. 
Tankers take on their loads in the 
upper reaches of the bay and carry 
California’s oil to all Pacific points. 

San Francisco’s geographical location 
has maintained her position of pre- 
eminance as the general business center 
of the Far West, although Los Angeles, 
by virtue of a faster growing popula- 
tion, is now not far behind. Popula- 
tion of the San Francisco trading area 
proper is nearly 3,000,000. The city 
is central to the trading areas to the 
south and north and in the Intermoun- 
tain states. 
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Business activity in San Francisco 
increased 10 per cent, 1936 over 1935, 
and 6 per cent, 1937 over 1936. The 
recession beginning in the late Fall of 
1937 lessened the gain for the year 
and, in January, 1938, we find double 
the number of commercial failures than 
occurred in the previous January and 
less than half the number of sales rec- 
orded on the San Francisco Stock Ex- 
change and San Francisco Curb Ex- 
change. Such symptoms of a national 
condition, however, do not seem to be 
more severe here than in comparable 
cities. 

San Francisco is clearly the leading 
wholesale trade center on the Pacific 
Coast and again geography is a deter- 
mining factor. The city is centrally 
located for the coast wholesale market. 
The dollar value of wholesale trade in 
San Francisco during 1937 is estimated 
at $1,287,000,000 compared to $1,170,- 
000,000 in 1936 and $1,064,556,000 in 
1935. The U. S. Census reports of 
1935 showed that only New York, Chi- 
cago, Boston and Philadelphia sur- 
passed San Francisco in value of whole- 
sale trade that year. 

There are 2,942 wholesale firms 
operating in the city. Of these, 638 
are agents or brokers; 138, manufac- 
turers’ sales offices without stocks, and 
388, manufacturers’ sales brokers with 
stocks. Chief classifications reported 
in 1935 and the amount of business 
they transacted were: Groceries and 
foods, $342,193,000 (net dollar sales) ; 
machinery equipment and_ supplies, 
$92,866,000; metals and metal work, 
$53,810,000; farm products (raw ma- 
terials), $51,551,000; farm products 
(consumer goods), $48,876,000; auto- 
motive, $44,392,000; paper and paper 
products, $31,450,000; tobacco and its 
products, $38,491,000 ; electrical goods, 
$32,241,000; dry goods, $29,187,000, 
and general merchandise, $29,130,000. 

The father of manufacturing in San 
Francisco was W. C. Ralston, the 
bizarre banker and promoter who rose 
to dizzy heights of fortune in the sixties 
to become San Francisco’s “Lorenzo 
The Magnificent.” Ralston,  self- 
made, self-willed and brilliant, was 
president of the Bank of California. 
He loved San Francisco passionately. 
He envisioned a city equal in wealth 
and beauty to any in the world. He 
believed manufacturing enterprise 
should be fostered as the basis for fu- 
ture prosperity. He literally poured 


the bank’s resources into manufactur- 
ing concerns, confident they would be 
successful. Many were not. The 
Bank of California failed August 26, 
1875 and on the same day Ralston 
drowned (whether by accident or sui- 
cide was not determined) while on his 
customary daily swim. in the bay. 

One of the reasons for Ralston’s 
inglorious end (though not the chief 





‘“*FAITH”’ marches on 


It has come to our attention that 
the editorial on “Faith” which ap- 
peared in our columns on January 
20 was reprinted in the advertising 
of the City Trust & Savings Bank 
of Youngstown, O., last month. We 
do not know how many other banks 
gave additional circulation to this 
splendid article of faith (Editorial, 
January, “Credit and Financial 
Management”) by H. H. Heimann, 
Executive Manager of the National 
Association of Credit Men, but it 
was also published by Dan Ste- 
phens, in an advertisement of the 
Stephens National Bank of Fre- 
mont, Nebr. Of the Fremont publi- 
cation, Banker Stephens tells us, 
the result was somewhat unexpect- 
ed, but very good publicity. The 
advertisement was cited in three 
pulpits in Fremont the Sunday 
after it appeared and there was 
quite a demand for the reprints 
made by the bank.—”American 
Banker.” 


reason) was his overconfidence in 
manufacturing in San _ Francisco. 
Many of the enterprises he loaned 
money had failed; and there seemed to 
be only one good reason: San Francisco 
could not compete with large scale east- 
ern manufacturers because the great 
centers of population were in the East. 

This, of course, is still a determin- 
ing factor in all Pacific Coast manu- 
facturing, but a diminishing factor as 
population increases in the Far West- 
ern states. Many large eastern firms 
such as U. S. Steel now have branch 
plants on the Pacific Coast. About 20 
per cent of San Francisco’s population 
is employed by about 2,000 manufac- 
turing plants. In 1937, however, the 
industrial employment index was only 
70 compared to 100 in 1926. 


Since the Union Labor Party for 
eight years controlled the municipal 
government (1901-09) many indus- 
trialists have shied off San Francisco. 
Wages have been high and labor has 
been highly organized. There is no 
sweat shop labor in San Francisco. In 
this respect, open shop cities such as Los 
Angeles, have had an advantage in at- 
tracting new concerns. 

It is interesting that whereas the 
total number employed in San Fran- 
cisco decreased slightly 1936 to 1937, 
the payroll total and average weekly 
earnings increased, keeping pace with 
higher living costs. This undoubtedly 
is due to the collective strength of 
labor. Approximately $45,000,000 in 
wages was paid out to 34,000 wage 
earners in 1937. The value of prod- 
ucts is estimated at $311,033,000 in 
1937 compared to $303,000,000 in 
1936 and $287,461,000 in 1935. 

In the bay area (Alameda, San 
Francisco, Contra Costa, Marin, and 
San Mateo counties), petroleum re- 
fining is the chief manufacturing in- 
dustry, producing $78,000,000 of oil 
and by-products a year. Motor ve- 
hicles, printing and publishing, canned 
and dried fruits and vegetables, meat 
packing, coffee and spices, and bread 
and bakery products followed in that 
order. Many large industries have 
their plants outside the city limits and 
their headquarters from which they 
conduct financing, purchases and sales, 
in San Francisco. While the number 
of manufacturing plants in the bay 
area decreased alarmingly from 3,866 
in 1929 to 2,649 in 1933, the current 
trend is an uninterrupted, though 
gradual, increase. 

Retail trade statistics bring out an 
important characteristic—San Fran-. 
sico has a big appetite and is collective- 
ly epicurean. Food stores and drink 
purveyors (of every description!) 
comprise more than half of all retail 
establishments in the city, many of the 
restaurants boast world famous cui- 
sines, fit for the most demanding of 
palates. Restauranteers of many lands 
ply their trade here—Italian, Spanish, 
Mexican, German, French, Russian, 
Swedish, Greek, Polish, Chinese, 
Japanese—and literally every dish 
known to man is available. 

There are 3,437 food stores and 
2,047 eating and drinking places in the 
city, and each year their combined 
sales total more (Cont. on page 43) 
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San Francisco: where 


people know how to play 


by JOHN S. PIPER, Financial Editor, San Francisco News 


Golden Gate! How utterly dif- 
ferent from any other American 
metropolis! Here the old world 
and the new meet in cosmopolitan 
unity. Here the Occident and the 
Orient mingle side by side in harmony. 

There is laughter in San Francisco. 
There is a reckless abandon, a wor- 
ship of the pleasures of the moment 
and little thought of the cares of the 
morrow. The people who inhabit the 
steep hills of this seaside community 
have learned how to play. 

Go to the Ferry Building on a Sun- 
day. morning and you will see hun- 
dreds of hikers embarking for a day 
in the hills of Marin across the Bay to 
the north. Visit Golden Gate Park, 
the largest municipal project of its 
kind in America, and you will find 
thousands busy at their hobbies—fly- 
casters competing on the shores of ar- 
tificial Stow lake, bowlers from the 
“old country” rolling their balls on 
the green grass, chess and checker 
players pondering over their next 
moves in a great outdoor room whose 
boundaries are marked by blooming 
flowers and hedges, quoit throwers 
from the farms of Iowa, soccer en- 
thusiasts who brought their game 
across the Atlantic, modern tennis 
players who are strengthening their 
muscles for world championships. 

Long before the NRA and short 
work week provided new leisure for 
the masses, San Franciscans had won 
the right to holidays. In Kansas City 
the office manager or foreman would 
be shocked if an employe asked to 
leave Friday noon for a week-end 
camping trip. In San Francisco it is 
the usual thing. 

San Franciscans, in their devotion 
to the spirit of play, go places. The 
well-to-do have their cabins by the 
side of some sparkling lake in the 
mountains. The rank and file pile into 
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the resort areas on week-ends by the 
thousands. In the summertime they 
depart to the mountains and inland 
rivers for fishing and swimming. In 
the winter they hie away into the snow 
country for the most perfect skiing 
terrain this side of the Swiss Alps. 
The winter sports addicts leave the 
moderate climate of their home city 
and in four and a half hours are in 
the sub-zero weather of the high 
Sierra where the snow is from 15 to 
20 feet deep. 

Why are San Franciscans different ? 
Why this devotion to play, this spirit 
of abandon which characterizes them 
and their city? 

The answer will be found in the 
story of the people who founded the 
city and rebuilt it after repeated de- 
struction by fire and earthquake. 

The Atlantic seaboard already was 
a thriving community of thirteen 
colonies when the first white man saw 
San Francisco Bay. Only six years be- 
fore the Declaration of Independence 
a group of Spaniards in the party of 
Gasper de Portola, looking for Mon- 
terey Bay, came to the brow of a hill 
and looked down upon what they 
thought was an inland sea. Drake and 
Magellan had sailed up the coast, but 
neither had noticed the narrow open- 
ing to the harbor at the point later 
named the Golden Gate. 

News of Portola’s discovery was 
carried to Father Junipero Serra, head 
of the Franciscan order of monks 
which then was establishing missions 
up and down through the new coun- 
try. Serra came and saw for himself. 


He ordered a mission built near the. 


west shore of the bay. Ruins of the 
old adobe buildings, now known as 
Mission Dolores, are standing today. 
Serra named the mission San Fran- 
cisco, after St. Francis, the patron 
saint of his order. The Spanish sol- 
diers, in the meantime, erected a 


presidio on the bay, several miles from 
the mission. 

The new country remained under 
the domination of Spain until 1823, 
when it passed to Mexico. Progress 
was slow, because neither the Span- 
iards nor Mexicans were adapted for 
the type of colonization which thrived 
on the Atlantic Coast. For a time the 
missions were the center of the new 
civilization. Here the padres of the 
old world sought to convert the savage 
Indians to Christianity. Life was 
operated on the old feudal system 
basis. 

The first house im the little com- 
munity of Yerba Buena, which became 
the nucleus for the great city of San 
Francisco, was erected only 103 years 
ago. The original name, taken from a 
Spanish word for a vine found in 
abundance in the underwood of the 
Bay region, literally means ‘good 
herb.” The name is preserved today in 
Yerba Buena Island, across and 
through which the mighty eight-mile 
long San Francisco-Oakland Bay 
Bridge wends its way. 

San Francisco remained under Mex- 
ican rule until late in the 1840s, when 
for a short time it became part of the 
Bear Republic. The original bear flag, 
with the now extinct California griz- 
zly as its emblem, is the official state 
flag of California today and may be 
seen flying from the mast of the State 
Building in San Francisco. In 1850 
the fate of California was determined 
once and for all when it was admitted 
to statehood by the United States. 

In 1847 when the name of the lit- 
tle village was changed from Yerba 
Buena to San Francisco the popula- 
tion was 459, of whom 375 were 
whites, the remainder Indians, Ne- 
groes and Sandwich Islanders. Two 
years later there were more than 
25,000 people living in San Francisco. 

The transformation from a sleepy 
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little village to a thriving city was 
brought about by a dramatic event — 
Marshall’s discovery of gold at Sut- 
ter’s Mill, near Sacramento, in 1848. 
Word of the find spread like wildfire 
through the east. Immigrants by the 
thousands poured into San Francisco 
by land and water. They were men 
with few home ties, born with the 
spirit of adventure, the reckless 
abandon which so well describes the 
character of the city today. Away from 
home they became free from the re- 
straint which inhibited the actions of 
people in other communities in the 
Victorian era. There were no inhibi- 
tions in San Francisco in 1849, and 
there are relatively few today. 

Although the ’49ers were men of 
spirit, men of daring and men “quick 
on the trigger,” most of them were 
gentlemen under the surface of their 
rough exteriors. True, the lawless and 
riff raff were attracted to the new 
country where there had been no time 
to establish law and order. Gambling 
dens where the victims had all the 
cards stacked against them prevailed 
openly. Houses of prostitution became 
so rooted into the life of the city that 
the Barbary Coast, probably the most 
iniquitous aggregation of evil the 
world has ever known, perpetuated 
itself into the 20th century. 

The crimes and corruption during 
the regime of lawlessness became so 
flagrant that the better instincts of 
man finally asserted themselves. Sober 
citizens of influence knew they could 
expect little help from the regularly 
constituted law officers because cor- 
ruption and graft had made them im- 
potent. In the 1850’s they organized 
the Vigilantes, a secret society pledged 
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to purge the city of the criminal ele- 
ment. 

The Vigilantes took the law into 
their own hands. Their first sensa- 
tional act was the murder of James P. 
Casey, a former Sing Sing felon who 
had killed James King, of William, 
editor of The San Francisco Bulletin. 
As the funeral party of King pro- 
ceeded to the grave it passed the body 
of Casey hanging from a tree as a 
warning to the lawless. It was said 
that both the governor and mayor had 
acquiesced to the killing of Casey. 

In that same decade occurred in 
San Francisco one of the most famous 
duels in the history of America. David 
C. Broderick, a United States Sen- 
ator, was killed by David S. Terry, 
chief justice of the California Supreme 
Court. Visitors today will find the 
scene of the duel marked on the shores 
of Lake Merced. 

The spirit of bravado and daring 
which permeated the characters of the 
pioneers was tested over and over 
again by adversity. Fire and earth- 
quake came many times to try the 
temper of the early settlers. In the 
days of rapid expansion, construction 
was flimsy. A fire, once started, found 
little in its path to offer resistance. In 
the four years from 1849 to 1853 five 
severe fires swept the city. In the 
disaster of 1851, the worst, 2,000 
houses were destroyed. 


Here are views of the San Francisco that 
was. At the left a scene of 1880 taken from 
Russian Hill, showing Telegraph Hill and 
Goat Island. The Oakland bridge runs across 
Goat Island now. At the right is seen a 
view in the late 1850s from the slope of 
Telegraph Hill. Note sailing ships; also 
flimsy, fire-inviting house construction. 


On October 21, 1868, at 7:54 a. m. 
came a severe earthquake which sent 
fear into the hearts of the inhabitants. 
The loss in property damage was 
heavy, but loss of life was confined to 
less than 10 deaths. 

Then in 1906 came the earthquake 
and fire which ranks among the 
world’s most devastating catastrophies. 
The first shock was felt at 5:12 a. m. 
on April 18. Buildings caved in, 
chimneys toppled over, but loss of life 
was not great. San Francisco main- 
tains that it was not the earthquake, 
but the fire which followed and raged 
for three days that destroyed the city 
and took more than 500 lives. Firemen 
were powerless to stop the onward 
rush of flames because the quake had 
put out of order the city’s water lines. 

Today the people will resent it if 
a visitor refers to the 1906 earth- 
quake. It must always be called “the 
great fire.” They will resent the word 
earthquake in connection with the 
1906 disaster almost as much as they 
will the nickname ‘‘Frisco.” 

The spirit with which the people 
rallied to the task of rebuilding after 
the holocaust tells the story of a will 
and determination that no obstacle can 
overcome. J. B. Levison, chairman of 
the Fireman’s Fund Insurance Co., 
one of the six largest of its kind in 
America, typifies this spirit when he 
boasts, as he often does: “Our com- 
pany has been busted twice, but we 
still survive.” 

It is a queer trait in the character 
of the city, this propensity of the peo- 
ple to celebrate their tragedies. Every 
April San Francisco looks backward 
to 1906 and holds its “ years 
after the fire’ program. Any other 
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Current position and 
the credit outlook 


Analysis of recently published annual reports indicates to credit men 
that concern over the immediate outlook in the industrial field should be 


merce” declared recently. 


confined largely to small businesses, “The New York Journal of Com- 
A survey of the current position of some 500 corporations as 


of 


the 
end of the year shows that cash and receivables of these concerns de- 
clined only about three per cent from the 1936 level. Notes payable of 


tributors is considerably poorer, of course. Their inventories probably 
reflected as great an increase as those of the larger units, but they did 
not enter the year with huge accumulations of cash. 








town would want to forget, but not 
San Francisco. 

The people love their fiestas, so pos- 
sibly the annual remembrance of a 
great disaster provides one more ex- 
cuse for a celebration. San Francisco 
will always celebrate, provided it can 
find something to which to pay tribute. 
When the Golden Gate Bridge was 
opened last year the fiesta lasted a 
week. 

There is no town in the world 
which loves parades more than San 
Francisco. There have been times 
when more than half a million citi- 
zens have lined broad Market Street 
to watch a parade pass which started 
in the morning at 10 o’clock and fin- 
ished at 5 in the evening. It’s the spirit 
of play again. 

The chances for a repetition of the 
1906 disaster are relatively remote. 
San Francisco officialdom learned its 
lesson well enough then. Today build- 
ing laws force earthquake proof con- 
struction. The water supply system 
has been so improved that never again 
will the firemen lack water in a 
crisis. 

There probably will be severe earth- 
quakes in the years to come, but San 
Francisco believes it is ready for them. 
Its proximity to two active earth- 
quake faults—the San Andreas, on 
which occurred the 1906 shake, and 
the San Leandro, which passes through 
Oakland and Berkeley, makes pre- 
paredness essential. 

Northern California receives four 
or five minor shocks a year which are 
severe enough to shake the house, rat- 


tle dishes and send shivers up and 
down the spine of the individual who 
happens to feel them. 

Earthquakes, however, are the last 
thing visitors need worry about. There 
are too many other problems of more 
immediate and personal concern. 
There is, for instance, the matter of 
fleas. Regular residents are not both- 
ered, but visitors almost always are. 
Most newcomers are not warned in 
advance. When they break out in a 
red rash they rush to a doctor, only 
to hear him diagnose their case as 
“fleas.” 

Carniverous fleas, which feed on 
humans, are common to all seaports 
in the world, but they probably are 
more prevalent in San Francisco than 
in any other American city. It re- 
quires from six months to two years 
for a newcomer’s blood to change suf- 
ficiently for the flea to lose interest. 
The flea’s bites are not dangerous nor 
infectious, merely annoying. 

A visitor wishing to acquire a sup- 
ply of fleas would be fairly certain of 
success at the theater. The flea is so 
small that it is difficult to see and al- 
most impossible to catch. About the 
only way to see one is to remove your 
clothing and shake it in the bathtub. 
The insect, peculiarly attracted by the 
brilliant white of the tub, will leave 
your clothes and give you a chance to 
look him over. 

The laws of compensation work in 
San Francisco, too. To counteract the 
presence of fleas, there are no flies and 
no mosquitoes. That is why the ma- 
jority of houses are not screened. 


- with 


The climate may prove an annoy- 
ance and a disappointment to the vis- 
itor who comes for the first time. 
Overcoats are in order for men almost 
every day of the year. The women 
who leave their fur coats at home will 
regret it. June and July are almost as 
cold as January and February. There 
are no porches, because it seldom is 
warm enough in the evening to sit on 
the porch. 

The fog which sweeps in from the 
ocean is a cold fog. In the summertime 
it may prevail on as many as half of 
the days. Often it is a high fog. The 
visitor will think it looks and feels 
like rain. He will carry his umbrella, 
to the amusement of the natives — for 
it never rains in the summer. 

The newcomer who visits in the 
homes of native sons may find the 
temperature entirely too uncomfort- 
ably low. He will not suffer in his 
hotel, for there he will have as much 
steam heat on the Fourth of July as 
on Christmas. Many of the houses 
are heated by fireplaces only. The east- 
erner, after a month or two of inade- 
quate heat, according to the stand- 
ards to which he was accustomed, may 
say, as many of them do: “I never 
was so cold in my life.” 

In time the new resident becomes 
naturalized. He passes the day when 
his blood attracts fleas, he learns to 
accustom himself to 60 degrees in- 
stead of 70. He begins to love the fog 
and its bracing tonic to the mind and 
body. In a year he is likely to regard 
San Francisco as a pretty good place 
in which to live. In two years he 
wouldn’t live anywhere else. 

By that time he has learned the 
charm of a city of spirit. He has found 
that here it doesn’t make much dif- 
ference who were his ancestors or how 
much money he has—that it is he him- 
self who counts. 

The first impression of San Fran- 
cisco may be disappointing to the vis- 
itor. The absence of trees will sur- 
prise him; the peculiar architecture 
of the houses and apartment build- 
ings, with their pot-bellied bay win- 
dows, will amuse him. There is a 
reason for all things. San Francisco, 
its usual cool temperature, 
realizes that trees shut out the warm 
rays of the sun. The gigantic bay win- 
dows are reaching out to capture as 
much as they may of the precious rays. 

The visitor will (Cont. on page 37) 
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THE TRAVELERS INSURANCE COMPANY 
(Seventy-fourth Annual Statement) 
ASSETS RESERVES AND ALL OTHER LIABILITIES 















United States Government Bonds e $365 , 883 ’ 510.75 Life Insurance Reserves . B a 7 $784 893, 059. 57 

ee comenegeons Bonds rae aae oe Accident and Health Insurance 

Railroad Bonds and Stocks | | | _ 55,239'965.00 Reaves - +. 

Public Utility Bonds and Stocks . 71,594,059.00 | Workmen's Compensation and Lia- 

Other Bonds and Stocks... ; 45,586,199 00 bility Insurance Reserves . . . 56,320, 794.35 

First Mortgage Loans ... . 57 ,644 496.39 Reserves for Taxes. . on 4,150,443 .96 

— ne ll Ole . . . ae on = Other Reserves and Liabilities a 2,429 , 887 .62 
eal Kstate ae a ; : 

ae on Company’s policies - «+ 120,978,897 .40 Somes Ramee ee ee 

sh on hand and in Banks . . . 15 ,049 , 799.57 : 

Interest accrued feo: es oe .- > 

Premiums due and deferred . _ 28 ,925 690.76 Surplus es 8,057,816. 

All Other Assets . . .... 556,093.12 





48 ,057 ,816.39 
*ToTAL $914 , 463 , 947.93 TOTAL $914 463 , 947.93 
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THE TRAVELERS INDEMNITY COMPANY 
(Thirty-second Annual Statement) 




















ASSETS RESERVES AND ALL OTHER LIABILITIES 
United States Government Bonds . $8 ,623 ,130.00 Unearned Premium and Claim 
Other Public Bonds ..... 1,952,653 .00 Reserves. . Ara rape an $8 ,639 , 599.39 
Railroad Bonds and Stocks . . . 1,165 664.00 Reserves for Taxes. es 359 561.57 
Public Utility Bonds and Stocks . 1,197 566.00 Other Reserves and Liabilities Saw 556,190.84 
Other Bonds and Stocks as % 11,100 ,415.00 Special Reserve. aed 6,654, 688.48 
Cash on handandin Banks. . . 465 ,683 .02 Capital tas $3,000 000.00 
Premiums in Course of Collection . 1,842,985 .16 Surplus Me 7, 227,780.32 
oe 89,724.42 ee eee 


10,227 ,780.32 
$26 , 437 , 820 . 60 TOTAL $26 , 437 ,820.60 


THE TRAVELERS FIRE INSURANCE COMPANY 
(Fourteenth Annual Statement) 
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ASSETS RESERVES AND ALL OTHER LIABILITIES 
United States Government Bonds . $14,100,564.00 Unearned Premium and _ Claim 
Other Public Bonds . . . ; 500 , 390.00 Reserves , oe elle) RR TORR S12 67 
Railroad Bonds and Stocks . . . 888 ,924 .00 Reserves for Taxes. ee 535,295.29 
Public Utility Bonds and Stocks . 2,404 , 548 .00 Other Reserves and Liabilities . 116,330.80 
oe Bonds and Stocks . . . . 2 anaes .00 Special Reserve .. ey” 2,309 ,362.81 
shonhandandin Banks . . . 1,906 , 373.50 . 
Premiums in Course of Collection ‘|  1,681,496.60 | G2Pial - $2,000, 000.00 
Imterest accrued ...... 124 ,927 .34 Teer re 
ee ae ae eee 21,059 .46 7,514, 303.33 












*TOTAL 







$24,556, 104.90 TOTAL $24 556,104.90 


THE CHARTER OAK FIRE INSURANCE COMPANY 
(Third Annual Statement) 









ASSETS RESERVES AND ALL OTHER LIABILITIES 
United States Government Bonds . $1 ,001 ,595 .00 Reservesfor Taxes... . . $ 3,606.75 
Cash on handandin Banks . . . 256,424.72 Capital avs $500 , 000 . 00 
Surplus eat 759,769.75 
Interest accrued . .... . 5,356.78 aia gia ae aes 


1,259, 769.75 
$1 , 263,376.50 TOTAL $1 , 263 ,376.50 














*TOTAL 















*Assets include securities deposited with State and other authorities, as required by law: 


The Travelers Insurance Company $21,231,419.00; The Travelers Indemnity Company $1,210,957.00; The Travelers Fire Insurance 
Company $640,194.00; The Charter Oak Fire Insurance Company $299,006.00. 


ALL FORMS OF LIFE, CASUALTY AND FIRE 
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San Credit Congress 
ya eemaioco Official Hotels 


(Cont. from p. 25) something over thir- 

teen hundred companies of national 

scope, but not native to San Francisco, | Moulin 
have set up their western headquarters 
in the city. This naturally tends to 

make a reservoir of money—money to 

be put to work. 

It is banking, however, probably 
more than any other single factor, that 
keeps San Francisco in touch with its 
constituency. ‘The city’s banking sits 
like the driver of a twenty mule team, 
with the reins held firmly in hand. 

Headquarters for the Twelfth Federal 

Reserve District, which last year 

ranked third among all the districts as St. Francis—Headquarters 
measured by debits of member institu- —_— Moulin 
tions, San Francisco is not only the 4% ” 
starting point but the terminus of bank- 

ing for a large part of the western 

slope. In all, there are twenty-two 

banks in San Francisco, five national 

and the remaining seventeen under 

state banking department supervision. 

Of that seventeen, six are branches of 

foreign institutions. 

Setting San Francisco apart in the 
nation’s banking picture is the fact that 
in addition to the usual city bank- 
country bank relationship through cor- 
respondent arrangements, branch bank- 
ing is here most intensively practiced. 

Branch banking is a native son; it was ,. ~ 
born in San Francisco. 

Seven years ago Edward T. Rainey, 
then California Superintendent of 
banks, speaking on the subject of 
branch banking at a bankers’ associa- Plaza (above) Clift (below) 
tion convention, hit upon a diplomatic 
metaphor in a contentious situation 
when he said that no one seemed to be 
sure yet whether branch banking was 
mushroom or toadstool, but “here in 
California we are just sitting down to 
the table.” 

Now in San Francisco there are four 
banks that have set up these “retail 
reserve systems,” and the four had 
among them, at last count, in the neigh- 
borhood of six hundred branches. 
Whatever may be said of branch bank- 
ing, there be little doubt that it has 
put San Francisco in command of a 
far greater money resource than it 
otherwise would control. With San 
Francisco lies the decision as to the 
disposition of banking funds for a wide 
area, with the great advantage that 


credit may be sent (Cont. on p. 35) Hotel Franciscan picture not received in time 
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SAN FRANCISCO PROMISES EVENT- 
CROWDED DAYS TO THE NATIONAL 
ASSOCIATION OF CREDIT MEN .. 


All the activities and wonders and places 
flashed on these pages will be held out to dele- 
gates to the 43rd Credit Congress of the National 
Association of Credit Men, in San Francisco, 
June 5 to 10. The largest and most beautiful 
bridges in the world ... the dream island erected 
in the middle of the Bay, where the majestic 
buildings of the 1939 Golden Gate International 
Exposition are now rising .. . golf and tennis and 
swimming and riding, in the “Mediterranean” 
sunshine . .. amazing Chinatown .. . historic Mis- 
sion Dolores . . . colorful Fisherman's Wharf. 
But here are glimpsed only a few of the delights 
that await you. There are scores of others to be 
found in. the City itself. And the country to the 
north, the south and east is a treasure house of 
things to see and do. San Francisco welcomes 
you serene in the knowledge that every minute 
of your stay will be relived again and again with 
keenest pleasure. 


een CopyricHt SAN FRANCIsco CONVENTION AND Tourist Bureau 











THE HOME 


INSURANCE COMPANY 


NEW YORK 


STATEMENT— DECEMBER 31, 1937 


sis ASSETS 
NAL Cash in Banks and Trust Companies $ 12,985,065.06_ . 


FIRE United States Government Bonds 9,382,632.26 
la 
wm Ali other Bonds and Stocks 85,461,644.09 


tional 
cisco, 


_ Premiums uncollected, less than 90 days due. . 5,555,883.30 
ected AUTOMOBILE Accrued Interest 236,137.00 


\jestic 
tional 


: 1,428,376.01 
is and 


nean” a eb 
har. MARINE $115,049,737.72 
slights 
to be 
to the 


a $ 15,000,000.00 
vin 51,585,447.00 
7,146,724.00 

aie 2,500,000.00 
160,026.00 


38,657,540.72 


$115,049,737.72 


NOTE: Bonds valued on amortized basis as prescribed by New York Insurance Depart- 
ment. All other securities at market valuations. 


Securities carried at $2,565,854.10 and cash $50,000.00 in the above statement are 
deposited as required by law. 


Strength «» Reputation «» Service 


—— 
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This month’scollector: 


Submitted for the approval of our readers 


by FLOYD BURGESS, Credit Manager and Auditor, 
American Lithographing and Printing Co., Des Moines, Iowa. 





“I sometimes think that our cus- 
tomers get fed up on collection letters 
which are generally the same old type, 
asking for a remittance. I believe that 
every customer knows when his ac- 
counts are past due and the majority 
of them probably regret that they can- 
not pay on due date,” Mr. Burgess 
writes us. 

“I use a series of ten letters which 


are all typewritten, and one of them 
has been bringing in so many checks 
that I am passing it on to you. This 
letter is the fourth of the series that 
has been bringing checks to as high as 
43% on actual checkup. 

“Tf this letter is worthy of repro- 
duction, I would be only too glad for 
it to be passed on.” 

A great deal of collection letter 


writing, however, can be obviated if 
proper care is taken in analysis of 
credit responsibility. The most funda- 
mental, up-to-date method ever de- 
vised for knowing just how worthy 
your credit applicant is as a risk has 
achieved foremost standing among 
credit executives because it is based on 
the current record: The Credit Inter- 
change System of the N.A.C.M. 


\ 
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(Cont. from page 32) where it is needed 
and may be kept from lying idle where 
there is nothing for it to do. Ideal- 
istically conceived, banking enterprise 
in San Francisco stands at the fulcrum 
of a teeter-totter, swinging its weight 
this way and that to keep the board 
in balance. 


As long as branch banking cannot 
cross state lines, California offers as 
fertile a field for its development as 
any state in the union. The extensive 
range of industrial activities and the 
almost endless variety of its agriculture 
products, with the marked differences 
of climate as between sections of state 
at a given time, provide a need for 
just that checking and balancing that 
branch banking offers, 


Because of this catholic aspect of its 
banking system, however, data taken 
from the aggregated reports of San 
Francisco banks no longer can be tak- 
en as representative of the city as an 
individual, for they reflect as well the 
experience of the whole area served. 
Comparison with other cities, there- 
fore, must be in almost all cases in- 
exact and consequently unfair either 
to one or the other. 


One important comparison, however 
—and one that escapes such odium— 
concerns the rate of annual turnover of 
commercial deposits in San Francisco 
banks as compared with the velocity 
experienced in other important cities 
in the Twelfth Federal Reserve Dis- 
trict. Balances in commercial accounts 
in San Francisco banks are used rough- 
ly twenty-seven times during a year, 
almost two turns more than similar de- 
posits in the nearest competing city. 
Thus, although San Francisco’s com- 
mercial deposits, figured on a per capita 
bases, are relatively low, their slightly 
greater velocity creates the effect of 
more money: Although there is less 
actual money on deposit, what there 
is works a little harder in order to 
span the gap. San Francisco’s lead in 
point of velocity is in all probability 
greater than this comparison indicates, 
for the inclusion of small town figures 
would seem to retard rather than to 
spur turnover. Banking data taken 
from small towns at random in con- 
t:guous territory shows commercial de- 
posit turnover to be at rates slower than 
in Cities, 

San Francisco’s inordinately high 
ratio of savings to commercial deposits, 


however, is probably attributable in 
large part of the reflection of country 
town figures. Not truly representative, 
then, this ratio figure cannot fairly be 
held against the figures in other cities 
as a shining example of San Fran- 
ciscans’ thrift. But the swelling of sav- 
ings deposits in the credit structure 
does go at least part way to explain 
the fact that of all mortgage lending 
in San Francisco and immediate en- 
virons, a shade more than half is done 
by banks. Fantastically ample credit 
reserves, too, probably are reflected in 
this heavy participation by banks in a 
field usually left to others. 

With money competing for employ- 
ment, it is little wonder that the av- 
erage prevailing interest rate on com- 
mercial loans made by San Francisco 
banks fell from 3.5% in 1936 to 3.3% 
for last year, while the rate on security 


demand loans declined to 3.9% from 
4.1%. 


Some challenge to bank dominance 
in the lucrative mortgage lending field 
is appearing in the shape of federal 
savings and loan companies. After a 
slow beginning in 1933 and then a 
few tottering steps in the following 
year, these institutions have grown 
apace in California and their record is 
one of sturdy expansion. Organized 
and operated by private capital under 
Federal Government supervision and 
support this new type institution has 
found in California a fertile field for 
growth. At latest report, there were 
68 such associations operating in the 
state, with total assets standing at $60,- 
704,000,—a long step indeed from the 
twenty-two associations with aggregate 
assets of only $1,539,000 at the end of 
1934. Fully as impressive is the year- 
to-year increase in first mortgage loans 
outstanding. Beginning with Decem- 
ber 1, 1934, loans of $1,018,000, steep 
graduations had carried the total to 


$48,438,000 by mid-1937. 


These figures lump small beside the 
mortgage lending activities of banks, 
but if anything like the present growth 
of federal associations continues, com- 
petition obviously is on the way. How- 
ever, with all quarters insistent that all 
California, and the San Francisco Bay 
area in particular, is under-built, fuller 
uses for this type of credit appear near 
at hand. As far as the bay area is 
concerned at least, this insistence ap- 
pears well founded. A recent indepen- 
dent survey shows that new homes 
built since 1931 have provided housing 
for only about 60% of the city’s esti- 
mated population (Cont. on page 38) 





CONTROLLED 
INSTALLMENT 


New Free book shows 


How to cut 


bad debt losses 


Explains six proved ways to 
control installment credit 


Analysis of 10,000 accounts shows that the 
odds are decidedly against you if your installment 
credit methods are lax! The probability of am 
account being repossessed or written off runs from 
2 to 1 to as high as 12 to 1. Do you know the: 
common installment situations in which these 
odds occur? 

Dr. Clyde W. Phelps, well known credit au- 
thority, points out the risks in installment prac- 
tices in his new booklet, ‘‘Controlled Installment 
Credit."” Then he shows how you can reduce these 
risks by following six simple steps. 


Six simple steps 

Under these six steps Dr. Phelps discusses clearly 
and definitely the principles observed by all 
retailers doing outstandingly successful jobs of 
deferred payment merchandising. These princi- 
ples apply to all types of installment selling. 

The booklet tells how to select customers, how 
to establish sound terms, when follow-ups should 
be made, when delinquents should be suspended 
and when they should be helped, when you must 
act decisively to prevent serious losses. Expert 
ence has proved over and over that application of 
these six principles of controlled installment sell- 
ing greatly reduces bad debt losses. 


Write for free copy 


Household Finance has published Dr. Phelps’ 
booklet in the interest of sound credit manage- 
ment. You may obtain a free copy without obli- 
gation. Why don’t you send the coupon now? 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 
"Doctor of Family Finances” 


. one of America’s leading family finance 
organizations, with 229 branches in 147 cities 


Completing sixty years of serv- 
1878 , > the ‘Aaeridas family ? 1938 
aren yt ie 


HOUSEHOLD FINANCE CORPORATION 
Dept. CFM-D, 919 N. Michigan Ave., Chicago, III. 


Please mail.me free copy of ‘Controlled Installment 
Credit.” This request places me under no obligation. 
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That profits tax 


THE UNDISTRIBUTED 
PROFITS TAX. By M. Slade 
Kendrick. ‘The Brookings Institu- 


tion, Washington, D. C. 50 cents. 

Here in less than 100 pages is the 
best analysis of the tax-bill-without-a- 
friend-in-business, as it has been la- 
beled. The author concludes that the 
tax should be repealed. In event of 
non-repeal, four amendments are 
recommended: 

“That the period within which a 
dividend payment be allowed as a 
credit against the undistributed profits 
tax for any taxable year should be ex- 
tended at least 75 days beyond the 
close of that year. ‘The provision es- 
tablishing this credit should make it 
available to all corporations declaring 
a dividend within this period in such 
a manner as to establish full liability 
for payment within the calendar year 
succeeding the tax year. 

“That corporations should be re- 
lieved of any requirement that they 
pay undistributed profits tax on de- 
ficiencies in income reported. If the 
Bureau of Internal Revenue, the Board 
of Tax Appeals, or any court, on ex- 
amining the corporation’s tax returns, 
decides that there is such a deficiency 
and the company thereafter distributes 
this additional profit to stockholders 


within sixty, or perhaps ninety, days, 
there should be no tax upon this de- 
ficiency as ‘undistributed profit.’ 

“That in computing corporate net 
income subject to taxation deduction 
should be allowed for losses incurred 
during the three preceding years. It is 
obvious that if this modification were 
made it would be equitable to have it 
apply also to the corporation income 
tax, the excess profits tax, and the 
personal income taxes paid by indi- 
viduals and partnerships. 

“That the present requirement that 
capital gains be taxed in full, whereas 
capital losses are deductible only to the 
extent of $2,000 of net capital loss, 
should be so amended as to give equal 
treatment to capital gains and losses. 
This equal treatment should include 
the carrying forward of ‘prior losses’ 
of capital over a three-year period, as 
we have recommended in the case of 
operating: losses. 

“While these amendments would 
eliminate some of the most flagrant 
weaknesses of the law they do not 
warrant the retention of the tax. The 
practical difficulties in applying such a 
levy to the complex and varied organi- 
zation and operation of American in- 
dustry are such that equitable and 
effective administration is impossible.” 


Among those 


present: 
STUDIES IN CURRENT TAX 
PROBLEMS. The ‘Twentieth 


Century Fund, New York, $3.50. 

This supplements and amplifies the 
volume “Facing the Tax Problem,” 
previously reviewed in this department. 
Primarily it is intended for students 
in the special field of taxation and thé 
previous volume is recommended to 
average tax-conscious reader and stu- 
dent. 

THE CHAIN STORE PROB- 
LEM. By T. N. Beckman and 
H. C. Nolen. McGraw-Hill Book 
Co., New York, $3.50. 

This concise study of the chain store 
problem covers many phases: Their 
origin and growth, their advantages 
and disadvantages, their costs and 
profits, their consumer appeal, their 
economic and business effects, their so- 
cial and political aspects, and recent 
control measures affecting them 
through legislation and taxation. 

The authors feel we have seen the 


worst in the verbal warfare between 
independents and chains and that the 
time has come for a sane consideration 
of the problem. Benefits of chains 
must not be lost to the public but any 
abuses must be curbed by public con- 
trol if not by self-action. 


A STATEMENT OF ACCOUNT- 
ING PRINCIPLES. By T. H. 
Sanders, H. R. Hatfield, and Un- 
derhill Moore. American Institute 
of Accountants, New York. 75 
cents. 

This highly worthwhile publication 
covers general accounting considera- 
tions, the income statement, the bal- 
ance sheet and consolidated statements, 
besides a summary of accounting prin- 
ciples. And the organization behind 
it identifies the work as worth serious 
study by all engaged in that and allied 
fields — including the credit executive. 
Copies can be obtained direct from the 
Institute at 135 Cedar St., New York. 


{ 
MONEY AND BANKING. By 
Frederick A. Bradford. Longmans, 
Green and Co., New York, $3.75. 
This is the fourth edition of one of 
the best publications in this field. Re- 
vision of previous material brings up- 
to-date the sections on money markets, 
credit control under the revised Fed- 
eral Reserve set-up, agricultural credit, 
etc. 


UNDERSTANDING CORPORA- 
TIONS. By Emanuel Stein. N. Y. 
University Division of General 
Education, Washington Square, N. 
Y. 50 cents. 

Recent Federal legislation affecting 
the security markets is described in 
layman’s language in “Understanding 
Corporations.” The pamphlet includes 
an analysis of the economic functions 
of the corporations, investment banker, 
and securities market under such chap- 
ter headings as “Corporation Securi- 
ties,” “Control of the Corporation,” 
and “Securities Legislation.” This is 
the third in a new series of pamphlets 
published by the New York University 
Division of General Education under 
the general title “Reading and Study 
for Pleasure and Profit.” 


“By the Golden Gate in ‘38!” 
June 5-10 
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San 
y Francisco 


(Cont. from p. 30) find many delights 
in this city of romance. He will want 
to spend hours in Chinatown, the 
largest oriental community outside the 
Orient in the world. He will be at- 
tracted by the color of Fishermen’s 
Wharf. He will wander through the 
streets of North Beach, the Latin 
Quarter, where he will see strange 
signs in foreign languages. He will 
ride the cable cars which jingle and 
jangle over hills too steep for con- 
ventional street cars. He will grasp 
his seat more firmly as the gripman 
of the Toonerville trolley cries: “Look 
out for the curve.” 

At dinner time the visitor will hie 
away to one of the famous eating 
places, where he will partake of food 
which only San Francisco knows how 
to prepare. He may go to Lucca’s for 
an Italian dinner, to Chinatown for a 
real Chinese meal of pickled spare ribs 
and fried shrimp, to a Japanese hotel, 
where he will take off his shoes and 
sit on the floor while a smiling maiden 
from the land of cherry blossoms cooks 
sukiyaki on the low table in front of 
him, to Bernstein’s Fish Grotto, where 
he will taste abalone for the first time, 
to a Mexican, French, Basque, Span- 
ish, Russian or Swedish restaurant 
where there is excellent food and an 
atmosphere of another world. 

Through every part of San Fran- 
cisco the spirit which built and re- 
built the city will commence to cap- 
ture the heart of the visitor. The wor- 
ries of yesterday, the fears of to- 
morrow, will begin to vanish. If he 
remains long enough he will subscribe 
to the philosophy emblazoned on a 
plaque. above the mantle in the San 
Francisco Press Club: 

“Let the world slide, 
“Let the world go. 
“A fig for care. 

“A fig for woe.” 


“By the Golden Gate in ‘38!” 
June 5-10 
43rd Annual Credit Congress 
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There is a Kansas law still in exist- 
ence, reading: ‘When two trains ap- 
proach each other at a crossing, they 
shall both come to a full stop, and 
neither shall start up until the other 
has gone.”—‘Fact Digest.” 


ee I believe that when I make a sale I must make a friend. And I 
believe that when I part witha man I must do it in such away 
that when he sees me again, he will be glad—and so will I. 99 


—E.sert Hussarp 


Portrait ~ 


of the Insurance Business 


Waar does the Insurance Business look like? Well, 
here’s what it looks like to thousands of people the 
length and breadth of the land—a capable man who 
knows Insurance and whose word folks can depend on 
without qualification. 


To his customers and prospects, the Agent is the 
Insurance Industry. Policy-holders rarely see “The 
Company” behind their policies. They find it good busi- 
ness to trust the Agent and go back to him for sound 
advice and protection. 


Consult your Agent or Broker as you would 


your Doctor or Lawyer 


U.S. F. & G. 


United States Fidelity & Guaranty Company 
with which is affiliated 
Fidelity & Guaranty Fire Corporation 
HOME OFFICES: BALTIMORE 
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Near Wenatchee, 


Roads may be ever so well built, drivers may be ever so 
careful, yet guard rail protects thousands of miles of 
highway. It may exist for years without even being scraped 
by a fender, yet who would dream of not having it? 


The conscientious credit manager leaves no stone 
unturned in appraising the credit of new customers and the 
status of old customers. Closely and constantly he studies 
and reviews ratings, records, Interchange reports — yet 
credit losses inevitably occur. 


American Credit Insurance 


serves as a “guard rail’”’ to absorb the shock of unexpected 
credit losses. It makes assurance doubly sure and does it 
economically. 


American credit policies cover all accounts, special 
groups, non-rated debtors, individual debtors, sales made 
by branches or subsidiaries. Ask us for further information. 


American Credit Indemnity Co. 


OF NEW YORK _ J. F. McFADDEN, President 


Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


Copyright 1938, American Credit Indemnity Co. of N.Y. 











San 
Francisco 


i 


(Cont. from p. 35) gain. For Oakland, 
across the bay, the report is made on 
a different basis but is as clearly in- 
dicative of the pressing need for new 
housing. Latest available figures show 
vacancy of single family dwellings at 
only 1.4%, and for flats and apart- 
ments less than 5%. 

San Francisco provides two places 
for a convention of opinion on the 
worth of corporate securities—Stock 
Exchange and the Curb, whose aggre- 
gate trading, measure in dollar value, 
is fifth largest among the nation’s se- 
curities markets. An important fea- 
ture is dual listings: forty-four issues 
traded in New York are listed also on 


the San Francisco Stock Exchange. 


Prime usefulness of this situation was 
illustrated recently when Chrysler Cor- 
poration announced after the New 
York market had closed that no action 
had been taken toward declaring a divi- 
dend. Due to time differential, trad- 
ing time still remained in San Fran- 
cisco. The stock, which had closed 
at 57¥%4 in New York, finished three 
points lower on the Coast market. 

Shipping is San Francisco’s sore 
thumb and the thumb on its right hand, 
at that. Although the city still is 
topped by New York alone in. the 
amount of foreign commerce handled, 
labor troubles have harried it thin. 
Aggregate foreign trade transactions 
in the five Pacific Coast customs dis- 
tricts have been on an uptrend for the 
last four years, but San Francisco has 
not been sharing fully in the gain. 
Periodic strikes have kept the shipping 
industry on tenterhooks, frequently 
have tied up the port. If it is not the 
longshoremen in dudgeon, it is the 
warehousemen, and if not the ware- 
housemen, then the teamsters. If these 
three unions appear for a moment mol- 
lified, then the marine workers as like- 
ly as not become dyspepsic. 

In times of strife, shipping lines tend 
to shy at the port. Schedules in many 
cases have been temporarily changed 
to avoid tie-ups. Some lines have been 
bankrupt, with labor troubles at least 
a contributing cause. Others have 
foresaken the port. The outcome stil! 
is not in sight, but hope is hard to 
down. 

San Francisco still can look forward 
eagerly to the Golden Gate Interna- 
tional Exposition next year. That fair 
is expected to bring heavier tourist 
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trade to an area used to heavy tourist 
trade. And experience has shown that 
a quota of such visitors some day come 
hack to stay. 

Without accepting as gospel the 
beatitudes of professional civic en- 
thusiasts, it is difficult to see much 
fodder for pessimism over the outlook 
for a city that has such a diversity of 
interests and opportunities that it is 
virtually impossible for it to get all its 
eggs into one basket. 


They gambled— 
y and lost! 


(Cont. from p. 20) but make a clean 
breast of the affair. They have never 
as yet apparently come into court with 
the truth. The stories told by them 
do not even show a spirit of repen- 
tance.” 

Mr. Orville Livingston, Secretary 
of the St. Louis Association of Credit 
Men, devoted considerable time and 
effort in assisting in the investigation 
and the prosecution was ably handled 
by Assistant United States Attorney 
Morris who showed marked ability in 
presenting the facts to the Court. The 
cooperation of the Federal Bureau of 
Investigation in the matter is highly 
commendable. 


Trade pact map 
now available 


A world map (40 by 28 inches in 
size and printed in black and white), 
designed to show at a glance the cur- 
rent status of the trade-agreements 
program, has been issued by the De- 
partment of State. 

The countries with which the United 
States has concluded trade agreements 
and with which negotiations for agree- 
ments are in progress or announced are 
indicated on the map by appropriate 
shadings. These countries are also 
listed at the left center of the map, 
with bars following the names of each 
country to show total United States 
trade (exports and imports) with each 
of the agreement countries. 

A segmented pie chart at the right 
bottom of the map shows that United 
States trade with agreement countries 
and with countries with which agree- 
ments are pending constituted, in 1937, 
almost 60 per cent of the total foreign 
trade of the United States in that year. 


Another Man’s 
Viewpoint 


OU have a business—a bank, an 
Office, a factory, a store. You see it one 
way. Your interest is in management, in 
Operating efficiency, in profit. That’s your 
viewpoint. 


So from the lawyer you get the legal 
viewpoint. From an able insurance agent 
you get the insurance viewpoint — the 
human hazard, the fire risk, the accident 
possibilities, danger from burglary or 
forgery. 


The agent sees risks you'd never think of 
—and insurance economies youd never 
guess. When a claim occurs he is your ex- 
pert representative. 


Insurance that minimizes the agent’s func- 
tion may lessen your protection, your 
service. Insurance is dollar protection. 
There are no cut-rate dollars for sale. 


Why not let an experienced agent take a 
look at your business from an insurance 
point of view? Like a check-up by your 
family doctor, it can do no harm — may 
save your business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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Use and 


occupancy 


Boiled down to its simplest form, 
use and occupancy insurance indemni- 
fies for the loss of net profit and all 
continuing expenses which would have 
been respectively earned and incurred 
if there had been no casualty. If that 
simple statement is remembered, it will 
do much to eliminate the misunder- 
standing about this line,” The Spec- 
tator” points out. 

The use and occupancy policy itself 
is a liberal one, the coverage is broad, 
and the exclusions are few. But while 
the policy itself is simple, there are 
several forms in which it may be writ- 
ten and if the word of agents is to be 
accepted, this is one of the stumbling- 
blocks in a wider use of this insurance. 
Countless thousands of words have 
been written, printed, and spoken about 
the per diem form and the co-insurance 
form, and yet there must be a great 
many agents and buyers who have 
failed to grasp the intent of either. 

There are in addition the seasonal, 
the fluctuating, and the specified time 
forms, all of which have added to the 
confusion. ‘These various forms have 


undergone many changes during the 
past 20 years, and insurance companies 
have been striving for uniformity and 
flexibility in their policies. Consider- 
able progress has been made, but there 
is still more to come. 

Use and occupancy insurance meets 
the peculiar demands of modern busi- 
ness so fittingly that it should be a 
major cover in every sense of the word. 
Today the typical business house trans- 
acts, in the course of a month, a vol- 
ume of sales greatly in excess of the 
value of its stocks at any one time. 
Heavy losses could occur in the cessa- 
tion of business through destruction of 
the plant or store. 

Use and occupancy insurance is the 
answer to this problem. Indeed, there 
are executives who forsee this type of 
insurance ultimately replacing fire in- 
surance as the major cover for com- 
mercial instituitions. — “Management 
Review.” 





Reprint 


In the March issue of “The Meyer 
Druggist” published by the Meyer 
Bros. Drug Co., Inc. of St. Louis, 
Little Rock and New Orleans, the 
feature article is a reprint of “Mr. 
Buyer goes to town,” by A. E. South- 
gate, General Credit Manager, 
Philadelphia and Reading Coal and 
Iron Co., Philadelphia, Pa. This ap- 
peared originally in the December 
issue of “Credit and Financial Man- 
agement.” 





New import- 
export tables 


A new and improved form of month- 
ly statement showing the value of the 
merchandise export and import trade 
between the United States and foreign 
countries has been issued by the Bureau 
of Foreign and Domestic Commerce. 

A feature of the new form of state- 
ment is the designation of those coun- 
tries with which reciprocal trade agree- 
ments are in effect. This feature, ac- 
cording to Alexander V. Dye, director 
of the bureau, has been incorporated 
into the monthly import and export 
statement as a result of the increased 
interest in trade agreements as 
evidenced by inquiries addressed to the 
bureau for information concerning the 
value of the trade between the United 
States and trade agreement countries. 

In this connection (Cont. on page 43) 
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“U & O” Begins 
Where Fire 


Insurance Ends 


Fire insurance reimburses you 
for physical loss and enables 
you to rebuild and equip your 
plant. During the reconstruc- 
tion “U & O” reimburses you 
for lost profits and continuing 
expenses such as taxes, inter- 
est, executive salaries. 


No progressive organization 
can be adequately insured 
without “U & O” (Business 
Interruption) insurance. 


The Northern Assurance 
agent is qualified to serve 
your insurance needs on “U 
& O” or any other form of 
insurance coverage. He is 
fully equipped to advise you 
on your insurance problems. 
He provides you with further 
assurance of protection by 
placing your insurance in the 
Northern Assurance Com- 
pany—an old line stock com- 
pany doing a _ world-wide 
business for over 102 years. 


There is a Northern Assur- 
ance agent in your vicinity. 
If you do not know his name 
and address we will be glad to 
supply you with it upon 
request. 


NORTHERN 


ASSURANCE CO., LTD. 
80 John St., New York 


Chicago 


San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED 
LINES 





Ask Anywhere in the World what repu- 
tation the Northern of London bears 
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tal gains recognizes the justice of 

taxing individuals who increase 

their wealth through the sale of 
stock and other property not held for 
sale in the ordinary course of business, 
the Twentieth Century Fund says. It 
has not worked out satisfactorily, how- 
ever, for the following reasons: 

1. The burden of the tax falls en- 
tirely in the year in which the sale is 
made. A usual consequence of this is 
that the gain is taxed at much higher 
surtax rates than if it had been made 
up of a series of small yearly gains, 
totalling the same amount but taxable 
year by year. The present federal 
law tries to avoid this unfairness by 
taxing a smaller proportion of the 
gain the longer the capital asset has 
been held, but this device is necessarily 
crude and cannot guarantee fair treat- 
ment in each case. 

2. Capital losses are deductible only 
to the extent of capital gains in a sin- 
gle year, plus an extra allowance of 
$2,000, thus penalizing stockholders 
for large losses while taxing all their 
gains. 


rie present federal tax on capi- 
iV} 


The man who never 
suffered a loss seldom 
appreciates the impor- 
tant part insurance 


plays in safeguarding 
American business. 


SINCE 1850 


Cocnmectitut 
FIRE INSURANCE CoO. 


OF HARTFORD, CONNECTICUT 
Cash Capital, hPa OULU ee em ae) 
Surplus to Policyholders, $15,190,811.89 





Scars come as the result of 
wounds. Business wounds, 
the result of fire, windstorm, 
or explosion, leave no scars 
when insurance is properly 


applied. 


THE PHOENIX 
INSURANCE COMPANY 


. OF HARTFORD, CONNECTICUT 
Cash Capital, $6,000,000.00 
_ Surplus to Policyholders, $44,807,872.44 








Why the 
capital 
gains tax 
fails 


3. Investors are sometimes encour- 
aged to hold their stocks over longer 
periods of time than they might wish 
to do if the gains were not taxed pro- 
portionately less from year to year, 
thus tending in some cases to estab- 
lish over-extended speculative positions. 

4. No provision is made for taxing 
gains on property held until death, or 
for allowing losses accrued to death. 

5. No effort has been made to avoid 
taxation of gains or allowance of losses 
due only to a general rise or fall in 
the price level. 

The Committee on Taxation of the 
Twentieth Century Fund recognizes 
that no method of taxing capital gains 
can be completely satisfactory. But 
failure to tax them at all would ex- 
empt one important source of eco- 
nomic power from its just share of 
the revenue burden. The Committee 
believes that some of the defects of 
the present law can be remedied and 
the ends of tax justice can be served if 
the following recommendations are 
adopted : 

1. A tax on gains as they accrue 
from year to year should be substituted 
for the present tax on gains when real- 
ized; likewise, losses should be taken 
account of as they accrue year by year. 
This recommendation is conditioned, 
however, upon this device being ad- 
ministratively practicable. 

2. Losses should be allowed as de- 
ductions against income from all 
sources and should be spread over as 
many years as are necessary to allow 
them to be completely absorbed. 

3. Avoidance of the tax by holding 
capital assets until death should be 
eliminated, possibly by applying a tax 
to a decedent’s estate to cover appre- 
cation existing at the time of death. 


Likewise, allowance should be made 
for losses accrued to death. 

4. Some plan should be devised for 
employing index numbers of prices to 
avoid taking into account any part of 
any gain or loss occasioned solely by 
a rise or fall in the general price level. 

The Committee believes that the 
first objective can be attained best by 
requiring every holder of property to 
report the value of his holdings at the 
end of each year, and-enter in his in- 
come tax return the gain—or loss— 
that has accrued since the end of the 
previous year, or since the date of pur- 
chase if he bought the property dur- 
ing the year. Gains or losses from 
sale or transfer would continue to be 
computed, in this case from the value 
at the last inventory date. In prac- 
tice, this compulsory inventory method 
might have to be restricted in its ap- 
plication, for a time at least, owing 
to difficulties of valuation and pay- 
ment. 

Until the constitutionality of tax- 
ing gains on an accrual basis could be 
determined, or fixed by amendment, 
taxpayers might be (Cont. on page 43) 


Gold is not always 
in the form of ingots. 
When you need it most 
you may find it in an 
insurance contract. 


SINCE 1859 
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SINCE 1854 


THE PHOENIA 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, $6,000,000.00 
Surplus to Policyholders, $44,807,872.44 
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Business in 


y San Francisco 


(Cont. from p. 27) than $100,000,000, 
nearly one-third of the total of $337,- 
000,000 for all retail sales. Retail 
sales, incidentally, increased almost 
$40,000,000 1935-37, with an annual 
payroll at present of some $45,000,000. 
San Francisco’s eleven big department 
stores, attracting the elite buyers of the 
whole trade area, account for a big 
chunk—about $37,500,000 in sales a 
year. San Francisco leads other Pa- 
cific Coast cities in annual per capita 
retail sales. The estimate is San 
Francisco, $443; Los Angeles, $373, 
and $360 for the State. 

Financial supremacy followed as a 
natural adjunct to business supremacy 
for San Francisco. The Federal Re- 
serve Bank of San Francisco is the 
headquarters of the Twelfth Federal 
Reserve District which ranked third 
in volume of business in 1936, mea- 
sured by bank debits. One of the 
major regional stock exchanges of the 
country is maintained here. The city 
also is the insurance center of the Far 
West. More than 12 billion dollars of 
insurance is in force in California. 
Seven hundred authorized insurance 
companies were doing business in the 
State at the close of 1936 and the 
premiums and assessments of all groups 
amounted to $335,833,070 in 1935. 

Glancing at the 1930 census gives 
one a picture of San Francisco’s em- 
ployment classifications. It shows the 
following employment totals: manu- 
facturing industries, 52,847; trade, 
48,494; transportation and communi- 
cation, 51,076; personal services, 17,- 


654; professional services, 11,867; 
banking, insurance and real estate, 13,- 
744; hotels, restaurants, boarding 


houses, etc., 14,986, and building and 
construction, 20,520. 

San Francisco is still very much of 
a growing city. Estimators of the 
San Francisco Chamber of Commerce 
give a population of 747,049 at present 
compared to 634,394 by the 1930 cen- 
sus. This does not account for the 
floating population, the thousands from 
drought, dust and flood ravaged areas 
who climb into their flivvers and head 
west until the Pacific Ocean stops 
them. 

Fach succeeding decade since the dis- 
covery of gold has seen a considerable 


_—_ 


population increase, but nothing has 
equalled that first great wave that 
boosted the population of the State 
from 6,000 in 1848 to 269,000 in 1852. 
The present population of the State 
is about 7,000,000, the City and 
County of Los Angeles accounting for 
nearly 4,000,000. 

Differences between the San Fran- 
cisco and Los Angeles areas are il- 
lustrated strikingly by the Internal 
Revenue collection figures for 1937. 
In the San Francisco area some $29,- 
600,000 was collected in corporation 
income taxes compared to $22,800,000 
in Los Angeles (a jump from $15,- 
300,000 in 1936). Payroll taxes were 
about equal but $30,400,000 was col- 
lected in individual income taxes in the 
north as compared to $41,300,000 in 
the south. San Francisco therefore, is 
still the industrial center, while Los 
Angeles the population center with the 


greater number of taxable personal in- 
comes. 


Capital 
\ gains tax 


(Cont. from page 41) offered a choice 
between computing gains according to 
the present method or computing them 
according to the suggested inventory 
method, including the privilege of off- 
setting and carrying forward capital 
losses. 

The object should be to attain the 
maximum amount of tax justice con- 
sistent with practical administration. 
The latter end would be difficult to 
achieve in the initial years of the new 
system, but the Committee believes it 
might be attained in time and that 
the benefits of the plan might com- 
pensate for the difficulties. 

In case the constitutional and ad- 
ministrative problems seem too dif_i- 
cult to surmount, three alternative 
proposals are presented which the 
Committee believes warrant careful 
study. 

1. A capital gain might be divided, 
upon realization, by the number of 
years during which the capital asset 
was held. The annual amount of the 
gain would then be added to the in- 
come for each year and the appropri- 
ate additional tax would become pay- 
able. In case of a capital loss, the 
amount of reduction for each past year 
would be carried forward as a credit 
against future taxes. 


2. After dividing the capital gain 
by the number of years during which 
the security was held, the amount of 
the annual average could be added to 
the other income for the year of real- 
ization and the additional tax com- 
puted thereon. ‘This tax would then 
be multiplied by the number of years 
covered and this total amount would 
be added to the tax on other income 
for the year in question. Losses would 
be treated in a similar way. 

3. To avoid the practical objections 
to reopening a long series of past an- 
nual tax returns, the pro rata distribu- 
tion of the realized capital gain could 
be applied, as in (1) but only to a pe- 
riod of from three to five years prior 
to the year in which the security was 
sold, and for earlier years the plan 
suggested in (2) could be applied. 

If any of these alternatives were 
adopted, it would be possible to use 
the inventory plan as an _ optional 
method, at least for listed securities. 

One member of the Committee, 
Francis Biddle, does not concur in 
these recommendations. He does “not 
favor a tax on capital gains as they 
accrue.” He is “inclined to think that 
this tax.should be repealed, but cer-. 
tainly, as the Committee suggests, lib- 
eralized.” 


4@ Import—export 


(Cont. from page 40) the bureau made 
known import and export statistics, in 
accordance with the department’s re- 
vised system, as follows: 

VALUE OF EXPORTS, INCLUDING 


REEXPORTS OF MERCHANDISE 
Value in Thousands of Dollars 


(000 Omitted) 

Grand division Month of January 
and country 1937 1938 
ee 222,665 289,437 

Trade agreement coun- 

NN a Gre welac omtinieg 81,686 97,813 

Non-trade agreement 
COMPAID: one cvwesad 140,979 191,624 


Grand division 


Six Months Ending Dec. 
and country 1936 1 


937 
eee 1,307,017 1,808,657 
Trade agreement coun- 
CET Fcaceevdacouss 476,243 667,890 
Non-trade agreement 
CUMMIGTER. 5. coe ceece 824,774 1,140,767 


VALUE OF GENERAL IMPORTS OF 
MERCHANDISE INTO THE 
UNITED STATES 
Value in Thousands of Dollars 
(000 Omitted) 


Grand division Month of January 
193 
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and country 7 193 

Oe eee 240,422 170,763 
Trade agreement coun- 

WE davvavavawanes 97,609 74,122 
Non-trade agreement 

GRNEIEE oho ost xen 142,843 96,641 
Grand division Six Months Ending Dec. 

and country 1936 1937 

Grand total ....0... 1,258,082 1,400,753 
Trade agreement coun- 

Wr icesucnckektas 543,624 564,077 
Non-trade agreement 

GUUMIOIEE ic ct cscaea 714,458 836,676 
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BANKRUPTCY — CONSTITUTIONAL- 
ITY OF THE NEW FRAZIER-LEMKE 
ACT. Wright v. Vinton Branch of the 
Mountain Trust Bank of Roanoke, Va. 
Supreme Court of the United States, 
March 29, 1937. 

Subsection (s) of Section 75 of the Bank- 
ruptcy Act, as amended by the new Fraz- 
ier-Lemke Act August 28, 1935, is consti- 
tutional. Wright, a Virginia farmer, gave 
in 1929 a mortgage deed of trust of his 
farm to secure a debt held by the Vinton 
Branch of the Mountain Trust Bank. In 
March, 1935, he filed a petition under Sec- 
tion 75 of the Bankruptcy Act, as amended 
June 28, 1934. When the proceedings were 
begun, the debt secured by the deed of 
trust had matured and was in default, and 
the trustee had advertised the property for 
sale pursuant to the terms of the deed of 
trust and the provisions of the Virginia 
Code. The debtor’s petition prayed that 
all proceedings pending against him for 
the foreclosure of his farm lands be stayed. 
The petition was referred to a Conciliation 
Commissioner as required by Section 75, 
and on July 27, 1935, debtor made a pro- 
posal for composition which was not ac- 
cepted by the mortgage creditor. On Octo- 
ber 8, 1935, Wright filed an amended peti- 
tion under Subsection (s) of Section 75 as 
amended by the new Frazier-Lemke Act, 
and asked to be adjudged a bankrupt and 
to have all the benefits of the provisions 
of said Subsection. An order was entered 
adjudging him a bankrupt and again re- 





ferring the matter to the Conciliation Com- 
missioner. Thereafter the bank moved to 
dismiss the proceedings on the ground that 
Subsection (s) was unconstitutional in that 
it deprived the creditor of its property 
without due process of law. The lower 
courts held that the Supreme Court’s deci- 
sion on the first Frazier-Lemke Act in 
Louisville Joint Stock Land Bank v. Rad- 
ford, 295 U. S. 555, required that Subsec- 
tion (s) be held unconstitutional. But the 
Supreme Court held that the new act was 
constitutional. 

The court said that the decision in the 
Radford case did not question the power 
of Congress to offer to distressed farmers 
the aid of a means of rehabilitation under 
the Bankruptcy clause. The original Fraz- 
ier-Lemke Act was held invalid solely on 
the ground that the bankruptcy power of 
Congress, like its other court powers, is 
subject to the Fifth Amendment and that 
it applied to mortgages given before its 
enactment. That statute violated the 
amendment since it effected a substantial 
impairment of the mortgagee’s security by 
depriving him of five important substantive 
rights. It was not held that the depriva- 
tion of any one of these rights would have 
rendered the act invalid, but that the effect 
of the statute in its entirety was to deprive 
the mortgagee of its property without due 
process of law. The rights enumerated 
were: (1) The right to retain the lien 
until the indebtedness thereby secured is 
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‘paid; (2) The right to realize upon the 


security by a judicial public sale; (3) The 
right to determine when such sale shall 
be held, subject only to the discretion of 
the court; (4) The right to protect its in- 
terest in the property by bidding at such 
sale whenever held, and thus to assure 
having the mortgaged property devoted 
primarily to the satisfaction of the debt, 
either through receipt of the proceeds of 
a fair competitive sale or by taking the 
property itself; (5) The right to control 
meanwhile the property during the period 
of default, subject only to the discretion 
of the court, and to have the rents and 
profits collected by a receiver for the sat- 
isfaction of the debt. 

In ‘drafting the new act, its framers 
sought to preserve to the mortgagee all of 
its rights so far as essential to the enjoy- 
ment of his security. The court said that 
it was not denied that the new act ade- 
quately preserved the 1st, 2nd and 4th of 
the above enumerated rights. 

The claim of unconstitutionality rested 
mainly upon the contention that the act 
denied to the mortgagee “the right to de- 
termine when such sale shall be held sub- 
ject only to the discretion of the court,” 
the 3rd of the above enumerated rights. 
It was asserted that the new act gave to 
the mortgagor an absolute right to a three 
year stay, but the court was of the opinion 
that while the act affords the debtor ordi- 
narily a three year period of rehabilitation, 
the stay provided is not an absolute one 
and that the court may terminate the stay 
and order a sale earlier. The legislative 
history of the act shows that it was in- 
tended to give the courts broad power to 
curtail the stay for the protection of the 
mortgagee. It was also urged that Sub- 
section (s) is unconstitutional because it 
deprived the mortgagee of the 5th of the 
above enumerated rights, namely, the right 
to control the property during the period of 
default, etc. The argument was that pos- 
session by the mortgagor during the stay 
is necessarily less favorable to the mort- 
gagee than possession by a receiver. The 
court said that this was not true. The 
legislation was designed to aid victims of 
the general economic depression. The 
mortgagor is familiar with the property 
and presumably vitally interested in pre- 
serving ownership thereof, and ready to 
exert himself to the utmost to that end. 
It is not unreasonable to assume that the 
interest of all concerned would be better 
served by leaving him in possession than 
by installing a disinterested receiver. In 
order to protect the creditor’s interest, the 
possession is at all times subject to the su- 
pervision and control of the court. The 
farmer’s proceeding in bankruptcy for re- 
habilitation resembles that of a corpora- 
tion for reorganization where it is express- 
ly provided that the debtor may, to some 
extent, be left in possession. 

The court concluded that the power ex- 
erted by Congress was the broad power 
“to establish * * * uniform laws on the 
subject of bankruptcies throughout the 
United States.” The question is not that 
the act does more than modify remedial 
rights, but whether it modifies the secured 
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creditor’s rights, remedial or substantive, 
to such an extent as to deny the due proc- 
ess of law guaranteed by the Fifth Amend- 
ment. A court of bankruptcy may affect 
the interest of lien holders in many ways. 
Among others, despite the peremptory 
terms of a pledge, it may enjoin the sale 
of the collateral, if it finds that the sale 
would hinder or delay preparation or con- 
summation of a plan of reorganization. 
Continental Illinois National Bank & Trust 
Co. v. Chicago, Rock Island & Pacific Ry. 
Co., 294 U. S. 648-681. Similarly, the 
court may enjoin like action by a mort- 
gagee which would defeat the purpose of 
Subsection (s) to effect rehabilitation of 
the farmer mortgagor. The provisions of 
Subsection (s) make no unreasonable modi- 
fication of the mortgagee’s rights and 
hence are valid. 


43rd Annual Credit Congress 
June 5-10 
“By the Golden Gate in ‘38!” 


LABOR — INJUNCTION — VALIDITY 
SIT-DOWN STRIKE. Chrysler Corp. 
v. International Union of United Auto- 
mobile Workers of America, et al. Mich- 
igan Circuit Court (Campbell, J.) 
March 15, 1937. 

The Chrysler Corporation is entitled to 
a preliminary injunction directing striking 
employees in possession of its manufactur- 
ing plants to evacuate them. The bill for 
injunctive relief alleges that the defendants 
have conspired to deprive the plaintiff cor- 
poration of its property and have taken 
possession of all its manufacturing plants; 
that they have excluded its officers and 
agents from the property as well as a 
large number of employees who are ready 
and anxious to work if permitted to do so; 
that the plaintiff was notified that the 
union had caused a strike on the sole issue 
as to whether the plaintiff “would recog- 
nize the union as the sole bargaining 
agency in the plaintiff’s dealings with all 
of its employees, and in regulating any 
matter involving wages, hours or work- 
ing conditions of all of its employees.” 

The court said that there was no merit 
in the contention of the union that the 
plaintiff corporation was not entitled to 
injunctive relief on the ground that a pre- 
liminary injunction may not issue where 
the right to possession of land is involved 
and where the preliminary relief would in 
effect be all the relief the plaintiff could 
get on a hearing on the merits. The court 
said that in no case that it had found did 
the defendant stand before the court as 
the union in this case, freely admitting 
the seizure of another’s property by threats 
of force and violence, and that the Su- 
Preme Court of the State has repeatedly 
held it to be the duty of a trial judge to 
grant injunctive relief against violence. 
The right to strike is in no sense involved. 
The court said that that is a right of prop- 
erty of the defendants which the court 
was bound to respect and protect, but that 
in like manner, the court was bound to 
Protect the plaintiff in its lawful use of 
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the property, and respect for the courts 
and for law and order had been menaced. 

The court also held that there was no 
merit in the contention of the defendants 
that the plaintiff was not entitled to in- 
junctive relief on the ground that it did 
not come into equity with clean hands in 
that it had allegedly violated the National 
Labor Relations Act by employing spies 
who joined labor organizations and re- 
ported back to the company; by organizing 
company unions, by discharging men for 
union activities, and by refusal to consent 
to grant exclusive bargaining rights to the 
defendants’ union. The court said that it 


BALTIMORE 


Was not necessary to pass upon the consti- 
tutionality of the Federal Labor Relations 
Act, and that it could hardly be contended 
that failure to abide by its terms gave de- 
fendants the right to seize and appropriate 
$50,000,000 worth of property of the plain- 
tiff and to prevent by threats of violence 
any use of the property by the plaintiff or 
its agents. 


“By the Golden Gate in ‘38!” 
June 5-10 
43rd Annual Credit Congress 
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en _- During the past year The Hooper-Holmes Bureau has added fifteen 
“pins to its maps of Branch Offices throughout the United States, id 

Canada and Hawaii. The fifteen new branches are: Hammond, Ind., 

Wilkes Barre and Altoona, Pa., Oakland, Cal., Manchester, N. H., 


Spokane, Wash., Birmingham, Ala., Greensboro, N. C., Jackson, Miss., = 
Moline, Ill., Poughkeepsie, N. Y., Honolulu, Hawaii, and Quebec, ye 
Winnipeg and Vancouver, Canada. . 

ta 
This makes a total of 80 branch offices operating at the high Bureau z 
standards with full time men to service our accounts. fir 
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Uz. S. to Take | Farewell to ‘‘Bill Swingle’’ | 


Census of 
Sales, Pay 


Recognizing the growing 
need for current information 
on retail and wholesale trade, 
the Bureau of the Census is un- 
dertaking, immediately, a sur- 
vey of business on a major 
sample basis for the first quar- 
ter of 1938 and for each quar- 
ter of the calendar year 1937. 

The schedule forms which 
will be employed in taking the 
Census contain inquiries that 
will provide sales and payroll 
information for each quarter of 
1937 and the first quarter of 
1938. All information will be 
collected and compiled for 
identical establishments. The 
Census will therefore, for the 
first time, provide direct com- 
parisons of sales and payrolls 
for five consecutive quarters 
which will show definite trends. 
In order that there might be 
trend information over a longer 
period, payrolls and sales for 
identical establishments for the 
entire years 1937 and 1935 will 
also be published. 

The information for 1935 is 
already available through the 
Census of Business for that 
year. In addition to these facts, 
there will be available on retail 
trade certain information per- 
taining to cash sales, open ac- 
count sales and installment sales 
for the entire year 1937 and the 
first quarter of 1938. For whole- 
sale trade, pertinent information 
on the terms of sales will also 
be shown. 

Schedule forms were mailed 
to retailers and wholesalers 
the latter part of March. It is 
urged that all those who re- 
ceive them supply the informa- 
tion promptly as the value of 
the results will be greatly en- 
hanced by their timely release. 
The basic facts for each of the 
Periods covered will be sup- 
plied within a few days after 
the last returns have been re- 
ceived, 

_N. A. C. M. members receiv- 
ing ihe blanks from the Census 
Bureau are urged to fill them 
out 2nd send them back prompty. 





On April 1st Mr. William S. 
Swingle, comptroller and direc- 
tor of the Foreign Department 
of the National Association of 
Credit Men ends his 14 year 
association with the national 


staff. As announced in the 
Member’s Bulletin for Febru- 
ary, Mr. Swingle leaves N. A. 
C. M. to take up new duties 
as vice-president of the Foreign 
Trade Council. 

Mr. Swingle was the guest 
of honor at a luncheon at the 
Vanderbilt Hotel on Wednes- 
day, March 16, attended by 
those at the national office who 
have been associated with Mr. 
Swingle for a number of years. 
Mr. Heimann acted as toast- 
master at an informal round- 
robin of verbal bouquets to the 
departing staff member. Mr. 
Swingle was presented with a 
handsome leather bag. 

The supervisory committee 
of the Foreign Credit Inter- 
change Bureau tendered a fare- 
well testimonial dinner to Mr. 
Swingle at the New York Ath- 
letic Club on Tuesday evening, 
March 15th. 

Members of the committee 
presented Mr. Swingle with a 
beautiful Elgin wrist-watch, 
suitably engraved. Appropriate 
remarks were made by Mr. 
Heimann, and by several mem- 
bers of the committee. 

The above picture was made 
at the dinner in Mr. Swingle’s 
honor. From center, left to 
right, they are: 

A. N. Gentes, Asst. Mgr. For- 
eign Dept. Guaranty Trust Co., 
N. Y.; K. H. Campbell, Service 
Manager, Foreign Credit Inter- 


change Bureau, N. Y.; Leslie 
Freeman, Momsen & Freeman, 
International Attorneys, New 
York; Ed. Niehaus, Asst. Secy- 
Treas., Butler Brothers, N. Y.; 


C. B. Taylor, Credit Manager,: 


U. S. Rubber Export Co., New 
York; Arthur Williams, Credit 
Manager, Pacific Mills, N. Y.; 
T. J. Digan, Asst. Secy. U. S. 
Steel Products Co., N. Y.; W. 
S. Swingle, Manager Foreign 
Credit Interchange Bureau, N. 
Y.; G. P. Reinberg, Director 
International Division, White 
Laboratories, Inc., Newark, N. 
J.; H. H. Heimann, Executive 
Manager, National Association 
of Credit Men, N. Y.; P. M. 
Haight, Secy-Treas. Interna- 
tional General Electric Com- 
pany, N. Y.; J. J. Doran, Credit 
Manager, Parke, Davis & Co., 
N. Y.; Henry Sheehan, Export 
Manager, Norton Company, N. 
Y.; Percy West, Asst. Vice- 
Pres. National City Bank, N. 
Y.; J. L. Thompson, Credit 
Manager, Yale & Towne Mfg. 
Co., Stamford, Conn.; Wm. H. 
Schmidt, General Manager, 
Morse & Rogers, N. Y.; John 
W. Barr, Credit Manager, 
Quaker Oats Company, N. Y. 


Riegel Is 
Named V. P. 


New York.—President John 
Redmond, of the New York 
Credit Men’s Association, has 
announced the election of Clar- 
ence L. Riegel, General Elec- 
tric Company, as vice president 
of the New York Association to 
fill the vacancy created by the 
resignation of Otto Steinhaus. 
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Asks Repeal 
of Levy on 
Surpluses 


A recommendation that a 
maximum flat rate of 15 per 
cent on capital gains be 
adopted in place of the pres- 
ent schedule was made before 
the Senate Finance Commit- 
tee hearing on the House- 
approved tax bill on March 
17 by Henry H. Heimann, 
Executive Manager of the 
National Association of 
Credit Men. 

He also advocated repeal 
of the undistributed profits 
tax and expressed approval 
of the elimination by the 
House of the so-called “third 
basket” tax. 

The principle of the un- 
distributed profits tax, Mr. 
Heimann pointed out, vio- 
lates the tested rules of 
sound economics. Reduction 
in the pending bill of the 
undistributed profits tax 
rate has removed some of 
the objection to it, he said. 

‘*But the uneconomic 
principle of taxing thrift, of 
penalizing those who would 
save for a rainy day, of in- 
jecting a taxation principle 
that diverts us from the ob- 
jective of stabilization of em- 
ployment and earnings, re- 
mains a menace.” 


Further consideration for 
firms in financial difficulty was 
advocated by Mr. Heimann if 
repeal of the undistributed prof- 
its tax is not effected. He point- 
ed to an inequity in the present 
law which credit executives 
would like to have corrected. 

“It is found in Section 13 
which deals with corporations 
in bankruptcy or receivership. 
In effect, it provides for corpo- 
rations in bankruptcy or in- 
solvency, or those in receiver- 
ship, an exemption from the 








proposed undistributed profits 
tax. 

“If the undistributed profits 
tax provision is not repealed 
outright it would seem to be in 
order that this same exemption 
should apply to those concerns 
that are, in effect, in an insol- 
vent condition but which, 
through friendly cooperation of 
creditors, have been saved from 
bankruptcy or insolvency 
through out-of-court § agree- 
ments, 

“Credit executives generally 
use every means at their com- 
mand to keep a distressed busi- 
ness alive if through their help- 
fulness they foresee any possi- 
bility of that business re-estab- 
lishing itself on a sound basis. 
The present law, in_ effect, 
grants immunity from the sur- 
tax to corporations which have 
taken the legal step of going 
into bankruptcy or receivership. 
But it penalizes corporations 
which, although equally embar- 
rassed financially, are through 
the cooperation of creditors, en- 
deavoring to work their way 
out of difficulties and continue 
in business. 

“Admittedly, one of the dif- 
ficulties of carrying the exemp- 
tion over to these concerns that 
are-trying to re-establish them- 
selves through out-of-court 
liquidations is the difficulty of 
administration. However, the 
Collector of Internal Revenue 
could be vested with discretion- 
ary powers to rule on each case. 
His office in turn could draft a 
paragraph protecting the Gov- 
ernment from the tax evader 
who might seek to use this 
means to evade taxes, the Col- 
lector of Internal Revenue re- 
quiring that such paragraph be 
made part of every creditor’s 
agreement as a condition prece- 
dent to exemption. ‘The ex- 
emption would hold until the 
return to solvency.” 


Wm. Sage, dr. 
Is President 


of 475 Club 


New York.—William Sage, 
Jr., Treasurer and Credit Man- 
ager, N. Erlanger, Blumgart & 
Co., Inc., is the new president 
of the 475 Club. It will be re- 
membered that the 475 Club 
was organized as the host com- 
mittee for the annual N. A. 
C. M. convention held in New 
York City several years ago. 
The men engaged in the work 
of entertaining the Credit Ex- 
ecutives from all over the coun- 
try continued their organization 
as a dinner club after the con- 
vention was put over as an out- 
standing event in N. A. C. M. 
history. 











Foreign Department Sponsors 
Luncheon Confab on Credits 


The Foreign Department and 
Foreign Credit Interchange Bu- 
reau on March 29 sponsored 
a luncheon devoted to a discus- 
sion of current foreign credit, 
collection and exchange prob- 
lems in connection with the 21st 
annual Get Together of the 
Export Managers Club of New 
York, held at the Hotel Penn- 
sylvania. 

Mr. P. M. Haight, Past-pres- 
ident of the National Associa- 
tion of Credit Men and Secre- 
tary-Treasurer of the Interna- 
tional General Electric Com- 
pany presided at this luncheon 
session. Export sales managers 
and export credit executives 


the east. 

Markets discussed were 
Brazil, Austria, China, Nica- 
ragua, Argentine, Colombia, 
Spain, Brazil and there were 
several questions of general in- 
terest. This was the fifth con- 
secutive year that the Bureau 
had sponsored such a luncheon 
with the Export Managers 
Club. 

Minutes were taken of this 
meeting and are available to 
members of the Association at 
$1.00 per copy. Requests for 
minutes should be sent to Mr. 
Kenneth H. Campbell, Service 
Manager, Foreign Credit Inter- 
change Bureau, One Park Ave- 
nue, New York City. 


were present from all parts of 


Insurance Forum at Syracuse 
Brings Out Many Questions 


Syracuse. — The Insurance 
Forum meeting held here on 
March 8 proved to be one of 
the most interesting sessions of 
the Syracuse credit men held so 
far this year. 

The speaker was Mr. T. Al- 
fred Fleming, director of con- 
servation, National Board of 
Fire Underwriters, New York. 
Mr. Fleming’s subject was “Har- 
nessing Credit Security”. As 
an indication of the interest 
shown in the discussion of insur- 
ance as a backstop for credit, 
Mr. Fleming talked for about 
forty minutes directly after the 





dinner which was served at the 
Onondaga Hotel and the forum 
discussions of various insurance 
problems continued 2 hours. 

Members of the Syracuse Un- 
derwriters Exchange, Incorpo- 
rated, were on hand to assist 
in answering questions regard- 
ing fire, casualty and surety in- 
surance problems. President 
Clifford W. Cramp of the Syra- 
cuse Association received many 
enthusiastic commendations for 
the educational features of this 
meeting. It is planned that a 
similar insurance forum will be 
held each year. 


New Yorker Collects Books 
On Accountancy as a Hobby 


Herman Herwood, C. P. A. 
of the firm of Herwood & Her- 
wood, New York, has what is 
reported to be one of the larg- 
est collections of accounting lit- 
erature, printed between the 
years 1494 and 1900 to be found 
in New York City. Mr. Her- 
wood’s prized book is by Pac- 
cioli and is a treatise on the 
general subject of accounting 
published in 1494. 


Altogether Mr. Herwood has 
the total of some 1300 books 
in his collection, many coming 
from foreign countries. The 
foreign collection is limited en- 
tirely to books published prior 
to 1850, the American collection 
being limited to those published 
before 1900. Mr. Herwood has 
just recently issued a catalogue 
covering the contents of the vol- 
umes in his collection. 


Cincinnati Making Plans for 


Through Car to 


Cincinnati—Plans are being 
organized by Joseph L. Schoem- 
berger, The Weisbaum Bros. 
Brewer Company, for a Cincin- 
nati group to attend the Credit 
Congress of the National Asso- 
ciation in San Francisco on June 
5-10. It is hoped to obtain 
enough delegates from the Cin- 
cinnati area to fill a Pullman 
car which would go straight 


Credit Congress 


through to the Golden Gate. 
Word comes from the home 
of L. J. Bradford, National 
Vice President, that he has re- 
cently been removed from the 
hospital to his home at 2917 
Werk Road where he continues 
to show improvement and is 
now able to sit up for a short 
period of time each day and ex- 
expects to return to his desk soon. 
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Northwest 
Conference 


at Duluth 


Duluth.—The Northwest Dis- 
trict Conference of the Nationa! 
Association of Credit Men will 
be held in Duluth on April 22 
and 23. It is expected that 
about 400 delegates and their 
families from the Twin Cities, 
Fargo-Moorhead, Grand Forks 
and other communities in the 
Northwest area will take part 
in this conference. P. R. Pascoe 
has been named General Con- 
ference Chairman by W. O. 
Nice, president of the Duluth- 
Superior District Credit Men’s 
Association which is the Host 
organization. One of the fea- 
tures of the program at this 
year’s conference will be a busi- 
ness Clinic in which various 
associations in the area will act 
as sponsors for the discussion of 
various credit methods and 
practices. Successful ‘“Collec- 
tion Methods,” is the subject 
assigned to St. Paul, “Collec- 
tion and Correspondence” will 
be presented by Grand Forks, 
“Building Sales in the Credit 
Department” will be presented 
by Fargo and “Control of Ac- 
counts by Aging” will be given 
by representatives of the Min- 
neapolis Association. 


Kansas City 
to Be Host 
April 22-23 


Kansas City—Credit execu- 
tives from Wichita, Oklahoma 
City, Tulsa and St. Joseph will 
join with the Kansas City As- 
sociation of Credit Men in a 
Midwest Credit Conference in 
this city on April 22 and 23. 
The program contemplates an 
all-day session on Friday with 
a luncheon at noon and a ban- 
quet in the evening of April 
22. There will be a short pro- 
gram on Saturday morning with 
some sort of recreation planned 
for Saturday afternoon. The 
Conference committee of the 
Kansas City Association has 
prepared extensive plans for en- 
tertaining the visitors from 
Kansas, Oklahoma and North- 


western Missouri. 
THIS CREDIT EXECUTIVE CAN 
HELP YOU. 
with twenty years experience as 
Secretary in ‘complete charge of 
Credit and Collection Department of 
large manufacturer and national dis- 
tributor of food and feed products 
through jobbers, wholesalers and 
branches in all southeastern states. 
Also had charge of all taxes, insur- 
ance, financial and legal matters. 
Previous experience as trust company 
officer and tax specialist. Excellent 
credentials as to character and quali- 
fications. 4 
Address Credit and Financial 
Management, Box No. 26. 
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Louisville Moves Into Own Office Building 


“The Sun Shines Bright in the | 
Old Kentucky Home” of the 
Louisville Credit Men’s Asso- | 
ciation, because a 15-year old 
dream and prophecy is about to 
come true. 

On April 18th, a dinner-meet- 
ing in the crystal ballroom of 
the Brown Hotel, will inaugu- 
rate the two-day formal open- 
ing ceremonies of the building, 
occupied entirely by the Louis- 
ville C. M. A. The following 
day, the general public will be 
invited to inspect the building, 
and those who have accepted 
invitations to participate in the 
program, include Hon. Albert B. | 
Chandler, Governor of Ken- 
tucky, Joseph D. Scholtz, Mayor 
of Louisville, and E. J. O’Brien, 
Jr., president of the Louisville | 
Board of Trade. E. B. Moran, 
manager, Central Division, Na- 
tional Association of Credit Men | 
will act as Toastmaster, and the 
speakers include National Presi- 
dent Paul Fielden and National 
Executive Manager, H. H. Hei- 
mann. 

The Louisville Association en- 
joys the distinction of being the 


first affiliate of the National 
Asociation of Credit Men, to 
own its own home. H. Guy 


Lyon, recently elected for the 
16th consecutive year, as Presi- 
dent of the Louisville Credit 
Men’s Adjustment Bureau, while 
reminiscing the other day, said: 
“When Sam Schneider came to 
our organization 14 years ago, 
we had a modest Association 
membership of 211 members, 
and a small net worth. We 
attributed to the enthusiasm of 
youth, Sam’s prediction that we 
had great possibilities, and he 
visioned to the Board, the hope 
that some day the Louisville As- 
sociation could own its own 
home. Today, with a member- 
ship of 630 member firms, none 
of which are duplicate member- 
ships, with a recognized finan- 
cial stability, and a record for 
varied activities, this prophecy 
is being fulfilled. Naturally, 
we are proud.” 

It is interesting to note that 
Claude §S. Allen of Peaslee- 
Gaulbert Corporation, now en- 








joying his second term as presi- 
dent of the Louisville Associa- 
tion, was a charter member, 
when this unit was organized in 
1897. Said Mr. Allen: “While 
our Association has grown in 
numerical strength and activi- 
ties, it is probably one of the 
few in the United States which 
has, through its dividends to 
Members on Interchange and 
collection services, carried out 








Louisville is the first Association in N. A. C. M. to own its own office 


building. 


Above view shows interior of new offices. 


(Below, left) 


H. Guy Lyon, May Drug and Sundry Company, president Louisville 
Credit Men’s Adjustment Bureau, and (right) Claude S. Allen, Peaslee- 
Gaulbert Corporation, president Louisville Credit Men’s Association. 
These men have been leading spirits in the program to place the 
Louisville Association in its own office building 


the true spirit of a non-profit 
co-operative organization; hav- 
ing returned thousands of dol- 


. lars to members during the past 


few years. Louisville is par- 
ticularly honored thay the Na- 
tional Administrative Commit- 
tee and the National Credit 
Methods and Practices Commit- 
tee will bring to our city, many 
of the leading members of the 
credit fraternity during our 
celebration.” 

As to the Building itself, it 
was built in 1837 for the Bank 


of Louisville, which was char- 
tered by an Act of the Ken- 
tucky Legislature on February 2, 
1833. This 100-year old struc- 
ture, reflects credit upon its 
builders because of its remark- 
ably well-preserved condition, 
which lent itself admirably to 
the modernization ideas, em- 
ployed in adapting it to the 
needs of the Louisville Credit 
Men’s Association. Its archi- 
tecture still stands unaltered by 
time and by the hand of man; 
a simple Greek edifice, severely 
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plain, central overhead lighting 
and two massive stone columns, 
fluted and with Ionic caps 
guarding a lofty portal. Over- 
head monitors have been added, 
which flood the building with 
daylight, and a unique feature 
of the modernization program is 
an enclosed garden at the rear 
of the building, not usually as- 
sociated with down-town struc- 
tures. 


Banker Tells 
of Loan Plan 
At Richmond 


Richmond. — Eugene B. Syd- 
nor, president of the Richmond 
Dry Goods Company discussed 
the outlook of the “Wholesale 
Business in the Richmond Area” 
and J. Harvie Wilkinson, vice- 
president of the State Planters 
Bank & Trust Company dis- 
cussed the general subject of 
bank loan policies at the March 
24 dinner meeting of the Rich- 
mond Association of Credit Men 
held at the Commonwealth Club. 
The March meeting was under 
the direction of C. S. Fensom 
who acted as toastmaster. The 
Zebras under the general direc- 
tion of Alvin Smith, (the man 
who made Richmond creek wat- 
er famous), also presented en- 
tertainment for the credit men. 





Strickland Is 
Birmingham's 
New President 


D. W. Strickland, Credit 
Manager of the Ingalls Iron 
Works Company, Birmingham, 
is the new President of the 
Birmingham Association of 
Credit Men. 

Mr. Strickland served as a 
director of the Association dur- 
ing 1935 and 1936 and in 1937 
was elected vice president and 
this year elevated to the presi- 
dency. 

He is the member at large 
of the National Legislative 
Committee and has served three 
years as chairman of the local 
legislative committees. He is 
also a member of the legisla- 
tive committee on bonding leg- 
islation of the American In- 
stitute of Steel construction. He 
is active in the affairs of the 
building material manufacturers 
group. 








N. Y.C.M.A’s 


Join Forum 
onEducation 


New York. — The monthly 
forum meetings of the New 
York Credit Men’s Association 
and of the New York Chapter 
of the National Institute of 
Credit were combined in a joint 
session held at the Hotel Penn- 
sylvania on March 10. 

Dr. Albert Sheppard, of New 
York University, was the prin- 
cipal speaker. His subject was 
“Business Success Factors in 
Education.” Dr. Sheppard dis- 
cussed the need for acquiring 
a broad background and a 
practical knowledge for any 
specialized work such as that 
in the credit department. 

Carl H. Henrikson, director 
of the Educational Department 
of the National Association of 
Credit Men, also presented the 
new program of the National 
Institute of Credit and reported 
on the big revival of interest 
in credit classes throughout the 
country. The joint forum was 
under the direction of Charles 
T. Corby of Colonial Works, 
Inc., and Gerard F. Mellon, 
Vice President of the New York 
Chapter of the National Credit 
Institute. 


Roth Tells 
of Confab of 
“Little Men’”’ 


Cleveland. — Secretary- 
Manager Hugh Wells of the 
Cleveland Association of Credit 
Men, presented Fred Roth, 
Past National President, at the 
March 24 luncheon of the 
Cleveland Rotary Club at 
Hotel Statler. 

Mr. Roth described the re- 
cent conference of little business 
men held at Washington and 
over which he presided as gen- 
eral chairman. Mr. Roth’s 
subject was: “Three Modern 
Musketeers — Government, 
Business, Labor.” 





Omaha Making 
Plans for Big 
"39 Tri-State 


Omaha, Nebraska. — Plans 
were already in hand for the 
entertainment of the lowa, Ne- 
braska and South Dakota Tri- 
State Conference in this city 
early in 1939. Committees will 
shortly be appointed to handle 
the complete details of this big 
conference which is one of the 
largest in the Middlewest. The 
1938 Session of the Tri-State 
was held at Waterloo on Feb- 
ruary 17 and 18. 





| left a lasting impression. 





ZEBRAFFAIRS 





Fresno, California. — Fresno 
acted as host to the several 
herds of the Royal Order of 


| Zebras in the California area 


on March 19. The event which 
proved a gala occasion was 
held at the California Hotel in 
this city. 

National President Paul 
Fielden, of Worcester, was the 
honored guest at this the sec- 
ond annual states conclave of 
the R. O. Z. Owen Dibbern, 
Western division manager of 
the National Association, from 
San Francisco, and who is also 
the grand exalted Zebratary 


‘for the Western Division, and 


Fred Cates, of Los Angeles, 
Grand Exalted Superzeb and 
Dan Bosschart, Western Divi- 
sion Vice President of the Na- 
tional Association, also were 
on hand to take part in the 
festivities. 

Several candidates were dec- 
orated as Zebras with plenty 
of stripes. 


The Zebras attending this 
Conclave made preliminary 
plans for big doings at the 


time of the Credit Congress of 
the National Association in San 
Francisco on June 5 to 10. 





Pittsburgh. — Wow ! ! ! ! 
But can those Mules _ take 
ay ee ga ae 

When the Pittsburgh Herd 


ran roughshod over those poor 
Mules at their initiation and 
membership meeting on Febru- 
ary 3, there emerged eight new 
Zebras — weaker, but much — 
very much wiser! 

We're sure that some had to 
answer questions when they 
were called on to explain when 
it was discovered that they car- 
ried the well-known brand 
mark of the Zebra, and they 


yes, 


also had to give a reason for 


the hoof marks which we know 
The 
following could not resist satis- 
fying their curiosity and had 
to learn the mysteries of the 


| Zebras: Ed. Stuckrath, Howard 


Hardie, John Constantine, Herb 
Wehe, Stan Byerly, Bob Heck- 
man, Carl Stump and Mac Mc- 
Millen. 

The meeting, which preceded 
the initiation, was a joint affair 
of the Zebra Herd, Alpha Nu 
and a special membership com- 
mittee. A membership sales 
demonstration was made _ by 
Byron Stump, who was on the 


| firing line; with Fred Menges 
| taking up 
| Moran’s Quiz Parade questions 
| were very 


the defense. Ed 


well answered by 


| Schramko, 





Bill Fox, Murray Johnston, Ed 
Dick Fried, Jack 
Stewart and Jerry Thomas. 
Our President and Zebra, Chas. 
Johnston, made a_ short but 
very appropriate talk. General 
Chairman Ross McCoy summed 
up the evening by giving a real 
spirited talk on the responsi- 
bilities of each member of the 
joint committee, and Superzeb 
Floyd Ferguson charged each 
Zebra by recalling the Zebra 
obligation. 

The meeting was followed 
by a buffet supper, after which 
the newly formed chapter of 
the Alpha Nu, headed by Miss 
Marcella Brosky, adjourned to 
complete . their organization 
plans, and the Zebras went to 
work on the conspicuous mules. 

Not being content with an 
evening full of activities, the 
Curbstone Quartet, composed 
of Chas. Johnston, Doc Orrill, 
Bill Fox and Dud Meredith, got 





busy, and “so far into the 
night——.” 
On February 21st, the San 


Francisco Herd of the Royal 
Order of Zebras initiated eleven 
lowly mules into their herd. 
This brings the total Zebras in 
San Francisco to fifty-five. 

A goal, however, has been set 
by this organization for one 
hundred active Zebras, by the 
time the Convention takes place 
in June. 

Herb Fletcher, San Francisco 
Superzeb, together with Charlie 
Sondhaus, Chairman of the 
membership committee for the 
Credit Managers Association of 
Northern and Central Cali- 
fornia feel certain this objective 
will be reached. 

All Zebras are taking an ac- 
tive part in the convention af- 
fairs, many of them serving 
directly as ‘Chairmen of the 
various committees. 

BY THE GOLDEN GATE IN 
1938 


Canton Branch 
Shows Gains 


Canton, Ohio.—The Canton 
Branch of the Cleveland Asso- 
ciation is now firmly established 
under the direction of Robert A. 
Wood with the assistance of 
Miss Carolyn Piers. 

John D. Cathon, of 
Hoover Company, has 


the 
been 


| one of the leading spirits in 
| establishing the branch of the 
| Cleveland Association in Can- 


ton. 











Cleveland 


Clinics Get 


Big Crowds 


Cleveland, Ohio.—The credit 
clinic programs sponsored by 


| the Credit Methods and Systems 


committee of the Cleveland As- 


sociation are proving excep- 
tionally popular. This is the 
third month in which these 


meetings have been held. The 
subjects for the session on 
March 15 were “Check and 
Double Check”, the discussion 
being led by H. H. Hummel, 
National Screw & Manufactur- 
ing Company. The other sub- 
ject was “Keeping Customers 
Out of Trouble,” the discussion 
being led by F. J. Pekoe, The 
Geo. Worthington Company. 
The plan for conducting these 
credit clinics is to have a talk 
made by an outstanding credit 
executive, followed by a gen- 
eral question and answer forum 
and during which time the 
speaker is placed on the spot 
as being the one to supply the 
answers to the questions. An- 
other feature brought out at the 
clinic sessions is the use of a 
Quiz Master who arouses en- 
thusiasm by a cross-fire of ques- 
tions and answers from both 
the speaker and those in atten- 
dance. The importance of 
these credit clinic sessions is in- 
dicated by the average of about 
200 in attendance at the meet- 
ings so far held. 


Oppose Bill to 
Limit Nature of 
Assignees 


New York. — John L. Red- 
mond, president of the New 
York Credit Men’s Association 
headed a Committee of credit 
executives in a recent visit to 
Albany where the committee 
presented a protest against the 
Farbstein bill which if enacted 
into a law would require that 
only a natural person. shall 
serve as assignee in commercial 
adjustments. 

The Committee presented the 
opinion that such a measure 
would eliminate most of the 
work of the Adjustment Bureau 
of the Credit Association. 

In addition to Mr. Redmond 
the Committee comprised Wil- 
liam F. Egelhofer, William G. 


Betsch, W. Roy Hennie, W. 
| Randolph Montgomery, Mor- 
| timer J. Davis, David H. 


Schmid, Joseph Rubanow. 





— 





CONTROLLED COLLECTIONS 
“ TAKE THE BRAKES OFF YOUR BUSINESS 


Selling open accounts, 
with Limited Loss protection, 
eliminates financing drawbacks. 


NY business may get snagged by 
temporary lack of cash. But most 
manufacturers and wholesalers have idle 
assets they can utilize at a day’s notice, to 
pull them through the tight spots easily, 
safely and without recourse to costly, 
slow-acting refinancing or borrowing. 
Your accounts receivable are as good 
as gold. To realize on them, you need 
not bind yourself to a set program, nor 
to periodic liquidation. You can sell 
part or all of them, depending on your 
immediate needs. The cost is generally 
less than the discounts you would allow. 
Another advantage. You can convert 
them into cash now with comfortable 
assurance against any bad-credit back- 
fire. Our Limited Loss clause, holds 
your credit risk down to an agreed, 
small percentage. 

Arm your business with cash to dis- 
count your bills, to meet payrolls and 
tax payments, to broaden your markets, 
to speed up liquidation of inventory. 
Be able to draw on this cash reserve 
without affecting your customers’ terms 
--without even notifying your customers. 

There is no easier, more flexible 
way to finance your business. It's the 
solution to today’s financing problems. 
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The business thermometer: 


Manufacturers: 


Manufacturers’ sales during February 

1938 declined 22 per cent from last 

February according to reports from 

manufacturers cooperating in the 

monthly joint study of the National 
Association of Credit Men and the Bureau 
of Foreign and Domestic Commerce. This 
decrease was somewhat smaller than the 
29 per cent drop recorded in January from 
last year. 

Two major industry groups recorded 
moderate sales increases over last Febru- 
ary, the Printing, Publishing and Allied 
Industries Group, up 2% per cent and the 
Petroleum Products industry, up 2 per cent. 

Declines in the other industry groups 
showed wide variation. Decreases ranged 
from an 8 per cent decline in sales for 
the Food and Kindred Products Group to a 
drop of 54 per cent registered by the Iron 
and Steel Products Group. 

Collections during February amounted 
to 71 per cent of total accounts receivable 


outstanding on February 1, 1938. The 
comparable ratio was 78 per cent for Feb- 
ruary 1937, and 76 per cent for January 
1938. The decrease in the collection ratio 
from last year was well distributed 
throughout the major industry groups sep- 
arately shown. All groups showed de- 
creases except the Petroleum Products In- 
dustry, which showed no change, and the 
Printing and Publishing Group which in- 
creased from 56 last February to 67 this 
year. 

The total volume of accounts receivable 
on February 1, 1938, was 17 per cent 
smaller than on the same date last year, 
and one per cent larger than on January 
1, 1938. 

The Petroleum Products Industry was 
the only major group recording a larger 
volume of accounts receivable than last 
year. Heavy decreases of 43 and 44 per 
cent were registered by the Motor-Vehicle 
Parts and Iron and Steel and Their Prod- 
ucts industry groups. 

Detailed figures are presented in the fol- 
lowing table. 


Wholesalers: 


The dollar volume of wholesale trade 
declined 15 per cent during February 
as compared with February 1937 ac- 

» cording to reports from 1,534 whole- 

salers cooperating in the monthly 
joint study of the National Association of 
Credit Men and the Bureau of Foreign 
and Domestic Commerce. This was the 
fifth consecutive month in which sales fell 
below the same month of the previous 
year. February sales recorded the largest 
decrease of any of these months. 

The rate of collections on accounts re- 
ceivable also declined from last February. 
Collections during February amounted to 
60 per cent of accounts receivable out- 
standing on the first of the month. The 
corresponding ratio was 63 per cent for 
last February and 65 per cent for January 
1938. 

The total volume of accounts receivable 
outstanding on February 1, 1938, was 7 
per cent smaller than on the same date last 
year. Compared with the previous month, 


MANUFACTURERS sales and collections on 


accounts receivable, February 1938 








Dollar Sales 


Number of 


Percent change firms 












Collection Percentages* 











Total Accounts Receivable 


























Ind Number of Feb f cot ome As of 
ndustry umber o eb. 1938 from reporting , : ‘eb. 1, 1938 from 80 
firms toa toe | Feb. 1, 
reporting data . 1938 
sal Feb. Jan. Feb. 1, Jan. 1, (000’s) 
1 1937 1938 
Food and kindred products, total.............. 358 - 8.2 — 2.9 38,626 78 138 141 157 +10.8 12,380 
Conmfeotionary™, ...........ccccccscccccesse 284 - 6.8 — 1.0 18,534 8 125 124 134 — 8.5 1,134 
Flour, cereals and other grain mill products. 11 —15.7 — 3.5 4,848 10 106 133 117 + 0.7 814 
Ra a a a nS IES. 13 - 8.2 +17. 3,400 12 225 219 239 +10.8 1,428 
Other food RR a Ric kes y aes xs0ssnswesen 50 7.2 — 3.7 11,844 48 129 131 151 +14.9 9,004 
Textiles and their products, total............... 73 —26.3 +23.9 11,116 71 54 60 62 — 4.2 17,013 
Clothing, men’s, except hats.............. 17 —18.5 +31.4 2,631 16 38 47 42 — 0.2 5,747 
Clothing, women’s, except millinery... ..... 15 —14.8 +52.1 1,326 15 58 61 68 — 3.3 1,419 
Sno bbb kbs as sveessshssans sat 13 —11.4 +44.0 2,054 13 60 69 69 —15.4 2,466 
Other textile products..................... 28 —36.1 + 9.3 5,105 27 64 64 73 — 3.2 7,381 
Forest SENS 6 bexsashncs sy nnsccews ‘ 34 —35.9 +18.1 1,667 34 51 54 47 — 9.1 2,903 
a es wa gel 22 36.4 +25.9 1,336 22 53 55 49 —10.3 2,336 
Lumber, timber, and other miscellaneous 
forest “eee 12 -33.7 — §.4 331 12 52 71 51 — 3.9 567 
Paper and ied products, total............. 60 —14.2 — 4.5 8,028 52 57 65 64 + 8.7 11,640 
Paper, writing, book, etc................ 12 - 8.4 + 2.2 2,878 10 97 97 94 + 7.2 2,642 
Paper, boxes and other paper products. ... 27 -27.0 — 0.9 3,185 25 79 87 80 —12.1 3,541 
sis nk an enenns is 21 +62 | —17.3 1,965 17 24 26 31 +29.3 5,457 
Printing, publishing and allied industries. ... . 8 + 2.5 —10.2 578 s 67 56 60 —11.1 959 
Chemicals and allied products, total......... 44 22.2 — 2.6 8,940 40 74 88 84 + 7.2 10,812 
Paints and varnishes.......... eibecern neee 20 23.0 + 0.4 1,615 20 42 45 44 +13.9 3,382 
Pharmaceuticals and proprietary medicines 13 -23.7 8.7 1,308 12 74 76 83 + 2.9 1,746 
Other chemical products........ 11 —21.7 — 2.0 6,017 8 93 121 107 + 4.9 5,684 
Petroleum products......................... 10 + 1.6 - 8.0 31,224 9 99 99 103 — 3.7 19,738 
Rubber products Rake Gebbisemes xe ; eee 7 —46.4 —17.3 1,331 7 37 41 39 — 2.3 4,289 
Leather and its products, total................. 30 -15.0 +30.1 15,335 28 40 44 42 +22.1 26,070 
eee 19 —12.4 +32.4 14,058 17 37 40 39 +24.9 24,233 
Stone, clay and glass products................. 21 -28 .5 + 5.3 4,875 19 74 82 73 — 0.2 6,127 
Iron and steel and their products, total........ 59 —53.8 — 5.0 17,038 53 87 97 87 — 9.1 20,568 
a ee ce ‘ ll —41.9 —17.8 : 10 73 83 63 + 1.1 2,848 
Stoves, ranges and steam heating apparatus. 11 —21.9 + 9.0 1,288 11 71 64 96 + 6.0 1,725 
Other iron and steel products.............. 37 —56.8 — 3.9 13,660 32 91 101 90 —12.1 15,995 
Non-ferrous metals and their products......... 15 —47.6 — 0.4 2,927 14 57 73 56 — 4.7 5,154 
Machinery, not including transportation 
DOI BOUIN. . 0's 5.55 nce vccecv ose’ 52 —13..6 + 8.9 14,689 44 60 61 56 — 5.7 12,538 
Electrical machinery, apparatusand supplies 21 — 6.2 + 2.8 7,225 19 58 57 47 — 3.3 7,232 
Other machinery: foundry products. ...... 31 —19.7 +15.4 7,464 25 62 65 69 — 8.8 5,306 
Motor-vehicle parts............... Fst Mesh nee 11 —53.1 — 3.7 2,282 10 80 88 88 —20.1 2,755 
Miscellaneous industries........... ............ 38 —33.4 + 5.8 4,510 33 56 63 56 — 5.1 7,309 
MRE Sci CECE he hncaeCaeesee 820 —22.4 + 1.4 163,166 500 71 78 76 + 0.9 160,255 


*Collection percentages represent the 
hese data are taken from the mon 
Bureau of Foreign and Domestic Commerce. 





nt of total dollar collections reported to the total of accounts receivable reported by the same firms. — 
y report on sales of confectionery and competitive chocolate products prepared by the Foodstuffs Division of the 
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February outstandings declined 5 per cent. 

The cost value of stocks on hand at the 
end of February was 3% per cent smaller 
than at the end of February 1937, accord- 
ing to reports from 945 wholesalers sub- 
mitting these data. Stocks declined frac- 
tionally from January. 

Only three trades recorded sales in- 


of Meats and Meat Products, with a gain 
of 7 per cent, and Petroleum distributors 
and Tobacco wholesalers whose sales each 
increased 2 per cent, showed the best rela- 
tive sales performance during February. 
Decreases in other lines ranged down to 
the decline of 33 per cent in sales of 
wholesalers of Leather and Shoe Findings. 


recorded for all regions, the decreases rang- 
ing from that of 6 per cent in the Moun- 
tain Area to a drop of 24 per cent for the 
New England Region. Inventories at the 
end of February were lower than the pre- 
vious year for all areas except the Moun- 
tain and Pacific. 

Detailed figures are presented in the fol- 


creases over last February. Wholesalers Sales declines from last February were lowing tables: 


WHOLESALERS sales and inventories, Feb. 1938 


Dollar Sales 





End of Month Inventories (Cost) Stock-Sales Ratios# 





ia ; Percent change Percent change 
Kind of Business 


261 


Paints and varnishes. . 1,217 


tay | 


Paper and its products. . @ 


CSCNNOW-B 


— 3,114 : : j 66 7 187 
Petroleum.. + 3,975 - - - - 
Tobacco and its products. . + - 932 
Roe occ oxy sic lacie e eoawwaeeuwees 2 


1,704 7 5 53 181 


| 
! 
| 


bd | 


TS 88 as gers csrewe kG ccancmaen 


“4 of Feb. 1938 from Pah. ~—o of Feb. 1938 from Prob. Feb, Feb, Jan. 
: een : 938 g 
reporting Feb. Jan. —— € Feb. Jan. 
1937 1938 : 1937 1938 
IIR ORIINS, ons 5 5 iss 5 nn vee cesesucves —12.8 5.2 1,097 + 0.6 0 422 
Clothing and furnishings. . -16.0 5.1 1,243 +10.4 9 885 
Shoes and other footwear... wre ae be 19.2 7.4 9,586 7.8 6 172 
Drugs and drug sundries...................... 7.3 - 8.3 18,891 3.5 9 229 
Eas bin vrai S in soesceevabses’ . 23.0 2.3 10,012 11.4 7 382 
ES RE Se re 26.4 2.4 12,255 + 3.0 1 202 
Farm products (consumer goods).............. 9.1 6.5 1,941 +43 5 71 
Furniture and house furnishings............ : 23.4 6.7 2,234 +16.6 0 492 
Groceries and foods, except farm products... .. 8.4 6.0 25,805 1.8 3 204 
Meats and meat products.................... ; + 6.7 3.3 5,135 28.2 0 66 
Total hardware group................ 20.1 2.2 20,887 3.6 7 391 
General hardware........... 14.6 0.0 14,047 6.0 5 422 
Heavy hardware. . 29.1 2.3 1,012 + 5.8 7 382. 
Industrial supplies*.. 31.2 — 8.0 3,409 + 4.6 6 337 
Plumbing and heating supplies.. 26.6 — 6.2 2,419 4.7 5 306 
Jewelry and optical goods. .... ~30.1 +35.0 436 3.2 1 1,167 
Leather and shoe findings............ 32.7 — 71 171 - 
Lumber and building materials... . . Stina 22.7 0.9 761 1.9 288 
Machinery, arenes and supplies, except 
er a a eins oibhaceucine ewan 28.2 2.9 1,432 6.1 308 
ee --31.3 5.4 - 
13.5 0.1 
16.7 5.6 
3 3.8 
0 2.0 
ae 6.6 
4 4 


| 
_ 
a | 


123,089 | 94! 33 -0.6°| 202,352 | 266 263 





*This heading also includes distributors of mill, mine and steam papel. 
#These Stock-Sales Ratios are percentages obtained by dividing Stocks by Sales for an identical group of firms. 


WHOLESALERS accounts receivable and 
collections, February 1938 








Collection Percentages* Total Accounts Receivable 

















Number of Percent change 
Kind of Business firms Feb. 1, 1938 from 
reporting Feb. Feb. Jan. As of Feb. 

1938 1937 1938 Feb. 1, he 1, 1938 

1937 1938 
Noo os cise ig 0000 est eaamnee esses ; 33 49 51 54 5.7 —12.7 1,392 
Clothing and furnishings.........................00 6.0. 15 44 51 49 5.9 + 7.8 1,937 
Shoes and other footwear................ eds . 30 34 35 40 7.8 +13.5 7,922 
Drugs and drug ae. es Saas Si 121 71 77 78 + 3.4 — 6.0 25,074 
Dry goods. . DoE hace ebase «sauce se ee ; ; 83 40 39 47 19.1 4.9 22,203 
Electrical oods......... Los were 264 62 72 68 + 3.9 11.1 20,234 
Farm products (consumer goods). . Sa ; . ; 15 124 121 114 §.7 TA 1,094 
Furniture and house furnishings. Slate ates indo auc 31 46 47 49 27.5 10.8 4,140 
Groceries and foods, ate farm n products. site Ba N@ A liexs SA's are aa 178 88 91 94 5.2 0.4 22,871 
Meats and meat products... : Puseaceeaanawarsxs 15 175 181 204 + 8.3 + 0.4 2,909 
Total hardware group............ isk iaiate fb baiiiansi's UO Ske 385 45 50 49 9.4 5.0 39,414 
General hardware..................... . ee Saapers 139 42 47 48 7.3 3.1 26,631 
Heavy hardware...................0.2000 25 60 62 58 21.7 5.1 1,623 
Industrial supplies**.......... 121 52 58 52 15.8 9.2 6,040 
Plumbing and heating supplie 100 47 53 52 8.6 9.0 5,120 
Jewelry and optical goods................0c0ce cece eee eee . ; 13 26 36 64 + 2.3 27.9 756 
Leather and shoe findings....................... sata watén% 11 29 32 29 - 4.1 + 6.5 280 
Lumber and building materials................. : ; 16 61 61 59 16.2 9.2 1,258 
Machinery, equipment and supplies, except electric Bie cays ec: 15 36 52 35 + 6.9 + 8.0 2,548 
aoe nn hg Ag aioe ve Sh ohio jadu jects ; 5 52 63 56 —13.4 + 8.9 220 
RINNE UME WOMENIMOD 5. oo... 5 cece cccnecccceecss 5k ea 8 59 61 60 — 7.3 — 3.6 2,023 
EMDOE GINS DOOGUOR. . 2... ooo. sence ese eececceees Guisd sata en 45 60 61 62 —14.8 6.6 4,409 
Tobacco and its products..............00ccecceeececeecceceees a 10 89 95 91 + 5.1 14.5 621 
ee ay phan <aauas neds ae 24 62 72 68 — 0.3 8.2 5,205 
rere a gig Grn Mie wink d xcs eesna eo 1,317 60 63 65 — 6.9 — 4.7 166,510 

*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 

**This heading also includes distributors of mill, mine and steam supplies. 
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WHOLESALERS 'salesand inventories, by geographic 
regions, February 1938 


Kind of Business and Region 


New England...... 
Electrical goods. . 
General hardware. 
Heavy hardware...... 
Industrial supplies*.... . 
Plumbing and heating supplies. .. 


Middle Atlantic : 
Automotive supplies. .. 
Shoes and other footw ear. 
Drugs and drug suncries 
Dry goods. . 
Electrical goods. 
Farm products (consumer goods). 
Groceries and foods, except farm products. 
General hardware. .. 
Heavy hardware 
Industrial supplies* . 
Plumbing and heating supplies. . 
Jewelry and optical goods. . 
Lumber and building materials 
Paper and its products 


East North Central... . 
Automotive supplies 
pas and drug sundrics 


Electric cal goods 
Groceries and foods, except farm products. 
General hardware 
Industrial supplies* 
eS and heating supplies... 

nee and building materials 

— r and its products 
cco and its products. 


West North Central. . 
Automotive supplies... 
Clothing and furnishings. 
Shoes and other footwear. 
Drugs and drug sundries. 
Dry goods. . 
Electrical goods. . 
Furniture and house furnishings 
Groceries and foods, except farm products. 
General hardware 
Heavy hardware. 
Industrial supplies*. 
Plumbing and heating supplies. . 
Machinery, Segenene and supplies. 

except electrica 


South Atlantic ...... 

Shoes and other footwear. . 

rugs and drug sundries 

Dry goods. . 
Electrical goods. ; 
Furniture and house furnishings 
Groceries and foods, except farm products. 
General hardware 
Industrial supplies*. . 
Plumbing and heating supplies. . 
Paper and its products 


East South Central. ... 
Drugs and drug sundries 
Dry goods. 

Electrical goods. 7 
Groceries and foods, except farm products. 
General hardware. 

Industrial supplies* 


West South Central. ‘ 
Drugs and drug sundries 
Dry goods. . 
Electrical goods 
Furniture and house furnishings 
Groceries and foods, except farm products. 
General hardware. 
Industrial supplies* . 
Machinery, equipment and supplies, 
except electrical 


— <-* ; 
Electrical goods : 
Groceries and foods. except farm products. 
General hardware 


Pacific. : 
Automotive supplies 
Shoes and other footwear. . 
Drew and drug sundries 
Dry goods. . 
Electrical goods . 
Farm products (consumer goods) 
Furniture and house furnishings ; 
Groceries and foods, except farm products. 
Meats and meat products. . 
General hardware 
Industrial supplies*. . 
Plumbing and heating supplies... 
Paper and its products. . 








Number of 
firms 
reporting 
sales 












Feb. 28, 


3,979 
17,848 
2,266 
2,815 
5,729 
6.950 


861 
615 


Dollar Sales End of Month Inventories (Cost) 
Percent change 7 Percent change 
Feb. 1938 om ‘eb. - -- of] Feb. 1938 from 
rms 
: reporting 
Feb. Jan. aeae Feb. Jan. 
1937 1938 1937 1938 
-24.4 — 7.4 57 - 5.6 - 2.7 
32.8 —10.0 25 -7.8 - 3.3 
—27.3 + 3.7 — — — 
—33 .6 —18.5 6 1.4 - 3.2 
—36.1 -12.8 il 40 6.1 
-22.9 - 9.7 — - ~ 
-17.3 ~34 197 2.7 0.9 
17.8 —22.1 - — 
-26.1 +49.2 5 47 -03 
- $8.8 — 9.9 17 2.9 + 2.8 
—33 .7 - 0.8 13 - §.3 + 1.6 
-36.4 -1.4 49 — 77 3.4 
17.5 —34.9 - _ - 
7.2 — 8.6 16 +46 1.6 
14.4 + 3.9 14 5.2 -+ 7.0 
21.8 1.3 6 3.1 + 0.2 
32.7 7.5 22 1.1 — 2.6 
35.2 6.1 31 + 1.0 +15.3 
39.0 +39 .7 Q 3.2 3.2 
33.5 +14.0 - 
14.9 - 4.1 5 15.8 2.8 
19.9 4.3 164 6.2 08 
-18.8 -7.6 
12.3 99 15 4.5 - 3.8 
21.1 + 1.0 a —12.1 + 2.6 
~26.4 54 40 + 2.4 3.1 
11.5 - 7.5 26 49 — 0.5 
19.3 + 6.9 16 —15.2 + 0.2 
43.5 10.6 21 + 3.6 0.7 
22.8 1.4 6 +34.1 13 
15.6 23.7 
21.0 1.8 7 10.3 03 
+ 4.2 04 
9.2 4.1 133 77 +08 
9.8 2.4 - 
11.9 +40.0 
+12.8 3.5 
4.7 5.2 14 9.0 0.5 
24.2 + 2.0 7 9.9 + 1.5 
13.8 2.0 28 0.4 45 
16.5 +20.0 6 +27.1 +24 
7.9 3.3 21 12.2 2.5 
19.6 +15 12.4 + 5.2 
8.6 +10.4 
34.2 20.0 11 + 64 + 27 
16.7 3.8 7 44 +23 
32.7 + 1.1 
-10.2 + 1.6 121 33 1.4 
15.8 +66.5 
4.1 5.5 15 +49 + 1.7 
15.3 + 1.0 7 15.0 02 
27.2 +18.8 33 +79 0.8 
1.6 +26.6 
6.2 4.6 il &.3 3.5 
8.0 9.9 16 + 4.6 +18 
22.2 5.7 2.6 15 
11.0 8.5 19 27.4 21.9 
15.9 3.8 
18.6 + 1.2 50 6.6 +06 
18.6 9.0 ; 6.9 + 0.9 
22.4 + 69 20.4 +58 
19.8 +10.5 +87 10.8 
10.6 5.4 +46 +09 
16.1 + 3.7 1 + 52 + 0.1 
18.7 16.0 
— 76 + 1.4 82 3 + 0.5 
+ 1.5 3.8 16 + 6.9 +14 
8.9 +15 .3 12 17 + 2.6 
17.0 + 8.8 12 1 43 
2.2 +62.6 
78 — 3.1 19 9 + 2.0 
+ 0.5 1.6 12 + 0 1.0 
14.1 + 3.9 
32.7 5 
5.9 + 0.6 +7 + 3 
—29.1 +11.5 +22 +9 
+ 7.0 1.3 +18.6 + 2 
15.5 + 8.9 - 41 + 4 
15.4 7.0 104 + 53 5 
9.8 +29 + 1 1 
~-24.7 +74.0 
6.5 10.9 96 9 
27.7 14.0 7 4 
21.8 15.4 +148 3 
+ 3.9 5.0 
37.7 +33.4 
14.1 4.6 +11 5 
11.9 -10.0 - - 
—13.1 ~ 8.2 + 7.5 -2 
—18.2 —12.5 +16.5 + 6. 
37.2 - 6.4 4+16.7 — 4. 
-14.0 27.7 — 





*This heading also includes distributors of mill, mine and steam su) 


#These Stock-Sales Ratios are percentages 


by dividing Stoc =" by Sales for an identical group of firms. 
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Stock-Sales Ratios# 


Feb. 
1938 


265 
219 
446 
407 


242 


325 
198 
402 
191 


177 
480 
335 
363 
325 
807 


158 
286 


210 
338 
204 
202 
452 
431 
551 


182 


239 
421 
191 
439 
245 
364 


492 
530 


218 


244 
373 
171 


193 
385 
337 
196 


269 
194 
221 
438 
303 
399 


296 
244 


Feb. 
1937 


212 
154 


292 
268 
196 


257 
182 


130 
152 


265 


236 
330 
116 


196 
381 


235 
109 


212 
373 
327 
335 


269 
266 


193 


288 
182 


APRIL, 


Jan. 
1938 


375 
389 


230 


173 
375 
196 


168 
435 
351 
338 
288 
124 


228 
425 
192 
521 
245 
359 


348 
485 


259 
197 
215 
436 


298 
344 


296 
311 
213 


269 
515 


340 
256 


1938 





\ 


P 








WHOLESALERS accounts receivable and collections, 
by geographic regions, February 1938 










Collection Percentages* Total Accounts Receivable 














N “peer of Tt aoe 
Kind of Business and Region rms "e 1938 from , 
reporting As of Feb 


New England..... 


76 60 69 63 — 7.9 —10.9 4,519 
Slectrical goods. .. 28 64 76 69 -12.0 —22.4 1,376 
Electrical g 
General hardware 5 39 52 46 + 1.1 — 6.8 272 
Reavy hardware... 6 62 67 57 -21.9 4.4 196 
Industrial supplies** : 13 43 60 46 + 1.8 — 5.6 335 
Plumbing and heating supplies... 9 36 44 38 -12.5 44 393 
Middle Atlantic. . 295 59 63 67 — 9.4 — 3.5 30,816 
Shoes and other footwear. 9 30 29 36 -21.0 + 7.4 1,270 
Drugs and drug sundries 21 61 68 65 —~2.1 — 5.6 5,938 
Dry pre... 16 42 46 52 —23 .6 + 1.0 2,485 
Electrical ‘oods. . 58 63 71 73 — 0.3 — 5.3 3,431 
Farm products (consumer goods). ex 5 110 112 108 — 8.2 —15.2 470 
ceeenag anes foods, except farm produc ts. . _ = = = - ie + e ‘= 
G Tacx sc escseéaeduneoeds Q 7 — §. 
evar tard dware........ 10 57 63 56 ~16.5 —%3 470 
Industrial supplies**, rd 31 58 66 63 —19.4 - 7.9 932 
Plumbing and heating supplies. . 39 46 51 46 -13.0 9.3 1,908 
Jewelry and optical goods. . ; 10 24 36 62 + 1.5 -30.2 691 
Lumber and building materials 6 47 61 51 24.5 -14 3 336 
Paper and its products........ 12 60 69 60 -11.7 - 1.5 1,327 
Fast North Central.... 232 60 68 65 5.9 — 8.3 29,081 
Automotive supplies 10 52 61 57 + 2 8 -18.3 365 
a and drug sundries. = = . > “23 - . 8 3, = 
Tr oods beenes cans ses ‘ s. ae e 
bE icotelend goods..... 50 58 72 62 +14 .6 —10.3 6,291 
eemenane foods, except farm products. = - = = ‘ : ~ 13 sue 
SC I od wpa sivccseaevecne's ; . a ik 
Industrial supplies**..... s 29 60 69 64 ~—25.4 ~14.3 1,629 
ET eee r+ eS bE | S ) el oe 
and its products —_ 55. 
See and its products. . 5 135 133 134 +13.6 -13.0 167 
West North Central.......... 174 57 58 65 — 84 —1.4 36,773 
Automotive supplies. 7 48 50 60 — 73 — 5.2 294 
Clothing and furnishings. 6 34 37 41 +10 3 -19.4 225 
Shoes and other footwear. . 5 36 37 42 — £6 +19.7 4,996 
Ss ase r 2 37 48 +330 = 73 0681 
Ty i cost oat ‘ 
E edtead goods. . 29 51 71 59 +33.0 —10.8 2,550 
Furniture and house furnishings 9 47 47 52 —21.2 -85 1,872 
eee one foods, except farm products. = = ~ _ iy : . HE = 
I 0s i sas'sececedaressenees ve 
ena hardware. . 5 41 42 42 —10.7 -11.5 100 
Industrial supplies**. ; 14 60 55 7 —18.5 - 11 433 
Plumbing andheating supplies... 12 37 49 42 + 3.3 - 4.8 531 
South Atlantic............ ; 173 61 63 64 - 6.7 — 3.0 13,497 
—— 9 38 30 “1 3 = 86 1307 
FY MOOGB........222 200s — 5 - a Us 
Electrical goods...... 36 75 72 76 15.2 - 6.0 1,909 
Groserine and foods, except farm products. = se “ - -4 : — .; : = 
General hardware. ..........--..ss+++5- 7 7 6 + 
Industrial supplies*™*. . . 12 54 59 51 — 3.9 + 1.2 487 
Plumbing and heating supplies. . 21 48 50 55 19 —12.2 1,157 
Paper and its products. . 5 62 64 58 4.0 + 2.0 356 
Fast South Central. . 69 52 54 56 — 9.2 — 3.0 8,461 
———  } eS |. 8 eee 
ry goods. ~12.7 - 0. ; 
Electrical goods. . 7 56 63 68 + 2.9 —15.8 425 
Groceries and foods, except farm products. ll 86 80 90 —10.9 — 17 65,651 
General hardware....................:. 12 47 49 48 -10.3 + 0.7 2,319 
West. South Central. 105 57 59 64 — 0.2 — 3.9 16,177 
Drugs and drug sundries. = 75 = 108 +4 = .3 = 
Dry goods............... 33 3 38 — 76 _ 3,525 
Electrical goods. . 16 80 92 7 +16.2 — 4.5 790 
Consents one foods, except farm products. = - 91 = _ : : as nt aa 
NO Serre 55 2 an ce 9" 
Industrial supplies** 5 38 35 30 — 96 —12.7 1,565 
mI shen Sc3<) 46 71 75 72 - 0.5 — 5.7 4,316 
Electrical goods. _ il 69 73 67 —12.9 -18.9 576 
Groceries and foods, exe ept farm products. . 6 86 91 91 +14.9 —12 1,418 
General hardware. ...............-.00- ; 6 49 52 51 — 3.3 9.2 643 
CM epceeetie fvce ves ; 157 64 67 69 — 6.7 — 7:5 22,870 
Automotive supplies. . . 11 48 48 50 —-11.6 - 7.8 411 
Shoes and other footwear. . 6 28 33 36 - 9.0 3.8 303 
ee il 5 33 68 ri8'8 73 et 
IR en chintaa cid oo6ssee 5s 68 mal — 7 i 
Electrical goods. . 29 63 69 74 5.4 15.6 2,886 
"arm products (c onsumer goods) 6 134 125 124 — 1.0 4.4 401 
Furniture and house furnishings. 9 47 46 47 —38.4 —18.3 1,151 
ee ane foods, except farm produc ts. : - 103 96 2 5 + ye ae 
CHORIN IOI, aoc bis ccsccescceccses 4 49 51 —10.4 — 6.7 : 
Industrial supplies**. ... . 10 54 61 64 —14.1 + 0.3 293 
Plumbing and heating supplies. . 8 58 69 71 — 3.5 — 40 498 
Paper and its products. 7 63 61 69 +03 —11.9 394 
*Collection percentages represent the percent of total dollar collections reported to the total of accounts receivable reported by the same firms. 
**This heading also includes distributors of mill, mine and steam supplies. 
STATES COMPRISING REGIONS: 
Niddle Atletico Qi. N Me. ‘’ e - B., R. £., Ve.) cant oot Cnet “i. hs uis.. ~~ ) 
Middle Atlantic—( West South Central—(Ar B., a., Texas) 
ast North Central—(Ill., a Mich. , Ohio, Wisc.) Mountain—(Ariz., Colo., Idaho, Mont.. 'Nev., N. Mex., Utah, Wyo.) 
West North Central—(Iowa, Kans., Minn., Mo., Nebr., N. Dak., S. Dak.) Pacifie—(Cal., Ore., Wash.) 
South Atlantie—(Del., D. C., Fia., Ga., Md., N. Car., 8. Car., Va., W. Va.) 
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Full Information Available from this 


Financial Statement Form 


(No. 6—Plain and No. 6-E—Envelope Style) 


Designed After Suggestions by Leading Credit Executives. 


STATEMENT OF FINANCIAL CONDITION OF 


Ap Ghose of Bethe C8... 
S Kind of Address___. 
(Corporatioa or Partnership) 


Name of firm asking 
PT jor statement 
(THIS FORM APPROVED AND PUBLISHED BY THE NATIONAL ASSOCIATION OF CREDIT MEN) 


For the purpose of obtaining merchandise from you on credit, or for the extension of credit, we make the following state- 
ment in writing, intending that you should rely thereon respecting our exact financial condition. 
{PLEASE ANSWER ALL QUESTIONS. WHEN NO FIGURES ARE INSERTED, WRITE WORD “NONE™} 


vaste AEA isdensiarmanecaci 
Gath GOn Gan sel Accounts Payable for 


(in Bank) Notes and Acceptances Payable for Merchandise_ 
Accounts Receivable (Not Due) Notes to, 


heen mensnemaensenemnasemnaenies 
(30 to 90 Days Past Due) When Due. (Seowred) (Unsecured) 
(Over 90 Days Past Dw) Taxes, Interest, Rentals, Payrolls (Accrued)___ 
Notes and Acceptances (Not Sold or Discounted) _ Notes Payable to Stockholders, Partners or Othera_ 
Gage Not on Consignment or Conditional 
atenst) {Valued ot “Cost” © or “Mar. | Other Current 
whi Lower) TOTAL CUBRENT LIABILITIES___ 
dinette lemadinhns M on Land or Buildi 
Chattel Mortgages on Merchandise or Equipment__ 
Other Liabilities not Current__._ 
| 


TOTAL CURRENT ASSETS. 


Machinery, Fixtures and Equipment 
(Present Depreciated Value) 


Other Assets (Describe) : 


len scams iia) of 4 = | Depreciation (Fixtures, Trocka____| 


COST OF GOLDS BOLD Miscellanceus (other operation expense) 
IID ni ccspitsintaitiinaniniainaamnaninl 

Lane Exxponse of (permtiee 
NET PROFIT FOR PERIOD. of dividends 


TOTAL OPERATION EXPENSE_| 


“T Phe foregoing statement and the information given on the “reverse side of this statement has been carefully read by the under- 
signed (both the printed and written matter), and is, to my knowledge, in all respects complete, accurate and truthful. It discloses to 


you the true state of my (our) financial condition on the —______day of ___________19___. Since that time there has been 
no maternal unfavorable change in my (our) financial condition, and if any such change takes place 1 (we) will give you notice. 
Until such notice is given, you are to regard this as a continuing statement. 
Name of Individual or Firm ___ 
if Partnership, Name Partners 
Corporation, Officers 

How long established ____mtmtmmPrevious business experience 
ee ee 
eS | ee a sa 
ID cece te RE OA cinsictrtnstinciendininnntneemnninines 
Residence Address 

OE CU ete Dt iti 


‘Title woo weal commen ie in crmeme Occ 
If business premises are leased to you, state length of lease and annual rental____ 
eee eee eee ee aa Sa 

What amount of merchandise do you hold on consignment or conditional sale? $___...— What amount of machinery or 
equipment is under lease contract, state monthly payments $___.___________. What amount of machinery or equipment is 
held under conditional sale? $__________. Balance due $__ at §$__ éper month. 
Whas beske of ecccnmt Cy yaw Cet Rr eee 
When were your books last audited?______By whom?. 


CO a 
i On machinery, furniture and equipment (fire) $___—_For employers’ liability $____L_____ 


This new form provides 
a complete statement of 
Resources and Liabilities 
upon which to base a 
credit appraisal. 


Condensed Profit and 
Loss statement shows 
progress made by cus- 
tomer, giving valuable 
information as to Ca- 
pacity (an important 
unit of the Three ‘‘C’s’’). 


Made in Plain or Envel- 
ope style. 


NOTE THESE LOW PRICES 
(Form 6E) 


PRICES (POSTPAID) 


With Your Name 
Plain Quantity and Address 


PTs. eee 
ee eee 
a ee ee 
eee a 
OS ee ee 
BPs 650s so 4S 5 > + s-08 
38.70. . .. 3000. . . 60.40 


No eile male shen 2 250 nance 
when name and address are desired 


Forms Department 


NATIONAL 
ASSOCIATION OF 
CREDIT MEN 


ONE PARK AVENUE 
NEW YORK CITY 


When writing to advertisers please mention Credit © Financial Management 





